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With installation of one or more Friden 
Tape-Talk machines—each a “system” in 
itself —you can see the savings every hour! 

These machines process all kinds of office 
work, involving both numerals and words, 
automatically with punched paper tape. 
It’s a much simpler way of running an office 
than you have known. 

Friden promises this: In exact propor- 
tion to the degree of office automation you 
wish to achieve, Friden Tape-Talk machines 
will (1) Eliminate need for manual move- 


has 


® 
Automatic tape 
billing department in one desk 


S eloctadoato automatic 


tape reader.selector-sorter 


@ . 
Jloxourutinr® automatic tape 


writing-accounting machine 


duatowritenr” automatic 


justifying type-composing machine 








ments and operator decisions; (2) Increase 
work volume output without increasing 
payroll costs or overtime; (3) End primary 
and compounded errors normally occurring 
in data recopying. 

The challenge of Friden Tape-Talk is big 
as your imagination—its application possi- 
bilities exactly suited to your needs, Get the 
facts now! Call your nearby Friden Man or 
write Friden, Ine., San Leandro, California 

. sales, instruction, service throughout 
U.S. and the world. 





Qdd- Punch® 


Automatic code tape 





adding-listing machine 


Teledata” 
Automatic tape 
transmitter-receiver 


Friden fully automatic Calculator— 
The Thinking Machine 


Quitomotic Inpout - Output Machine 


Friden Natural Way 
Adding Machine 





Friden Mailroom Equipment of American Business 














How the Bell System’s Transistor 


Has Created Business and Jobs 


in Many Industries 


It has been just a little over ten 
years since the Bell Telephone Lab- 
oratories announced the invention 
of the ‘Transistor. 


This amazing little electronic am- 
plifier was recognized immediately 
as one of the big breakthroughs in 
science that come only at rare inter- 
vals. Every year since its birth it 
has opened new fields of use and 
progress. 


Developed originally for teleph- 
ony, where its first use was in Direct 
Distance Dialing, the Transistor has 
enabled many other industries to 
bring out entirely new products and 
improve others. It has also made it 
possible for a number of new busi- 
nesses to get started and to grow. 


There is no doubt that the Tran- 





sistor has been one of the leading 





forces in an electronics boom and is 





in considerable part responsible for 





raising the electronics industry from 


a two billion dollar level in 1946 to 








over thirteen billion dollars in 1958. 








NEWS FROM OUTER SPACE. One of the many uses for the Transistor is in the radio 
transmitters in satellites. Some other uses of this mighty mite of electronics, in addition to 
its growing use in telephony, are in hearing aids, personal radios, automobile radios, portable 


TV sets, phonographs, clocks, watches, toys, computers, data processing, machine tooling 


controls and even a guidance system for a chicken-feeding cart. A most important use is in a 


wide range of military equipment, including radar and guidance systems for missile 
little larger than a pea, the Transistor can amplify electric signals up to 100,0 


The Bell System has licensed 
more than seventy companies to 
make and sell transistors. More than 


50,000,000 will be made this year. 


The Transistor is just one example 
of how the basic research of the Bell 
Telephone Laboratories contributes 
to the economy and progress of the 
country. Frequently this constant 
search for new knowledge to im- 
prove communications brings forth 


BELL TELEPHONE SYSTEM | 


l hough 


) time 


discoveries of great value to other 
industries and the whole field of 
technology. 


For telephone users, the ‘Transis 
tor has made possible advances that 
would have been impossible a brief 


decade ago. 


In the vears to come it will bring 
many new ways to make telephone 
service more convenient and useful 


to more and more people 
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They all 


charge the same" 


That's right. Generally speaking, at 
any given moment you pay the same 
price for 10 shares of U.S. Steel or any 
other stock sold on the New York 
Stock Exchange, no matter what 
broker you buy it through. 


But then you pay the same price for 
ten gallons of gas whether you buy it 
from your regular dealer or another 
station handling the same brand just 
down the street. 


Why then do you prefer your own 
dealer? Because you like his service 
and the way he gives it. 

Because he doesn’t forget details 
like cleaning your windshield or check- 
ing your oil, battery, water, tires, and 
transmission fluid. Because you know 
you can count on him for help beyond 
the call of duty when the car stalls 
unexpectedly, when you've had a flat, 
when a rush job has to be done. 


Those are essentially the same rea- 
sons why you might pick one broker 
rather than another—even if they do 
both charge the same. 


Because you like his service. 
Because he doesn’t forget details. 


Because you can count on him for 

special help. 

And those are all the reasons why 
we like to think you might consider 
us as your broker. If you have an 
investment problem, if you want an 
objective opinion about any security, 
our help is yours for the asking. 
Simply address your inquiry to— 
ALLAN D. GuLLiver, Department SD-113 


P. S. If you are buying or selling unlisted 
securities, prices quoted by different dealers 
are not, necessarily, identical. That’s why, if 
you are trading in the over-the-counter mar- 
ket, we especially urge you to check Merrill 
Lynch and compare our prices. 


Merrill Lynch, 


Pierce, Fenner & Smith 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 


READERS SAY ~ 


Good Omen 


Sir: I was entranced by your Fact and 
Comment article, “A Dream that May 
Soon Come True” (Forses, Aug. 15), 
and have been showing it to other peo- 
ple and discussing its possibilities with 
them. It was-such a good piece of poli- 
tics, economics and history, woven into 
a surprising pattern Your un- 
derstanding of the possibility of a United 
Europe’s coming to pass is a good omen... 

—GERTRUDE GoUvY 
St. Augustine, Fla. 


Str: Your exposé of the Common 
Market and its effect on the future ex- 
port trade is timely, clear, and to the 
point. 

—Appison G. Foster 

Nalls & Co., Inc. 

Director, Foreign Department 
Washington, D. C. 


““No-Loads” 


Sir: Forbes is to be congratulated on 
casting a much-needed ray of light on 
the no-load mutual funds in your recent 
article, “How to Buy No-Loads” (Forses, 
Sept. 1). The mutual fund investor is 
greatly in your debt. 

—Irvinc L. Srraus 
Energy Fund, Inc. 
New York, N. Y. 


Sm: Can you tell me how the man- 
agers and promoters of the no-load 
funds and closed-end trusts make any 
money for themselves out of them? 

—HErBeRT KAISER 
Monticello, II. 


Like all mutual funds, the “no-load” 
funds charge an annual management fee 
which averages around 50¢ on every 
$100 of assets. This fee goes to the 
management of the fund. The loading 
charge, on the other hand, goes to com- 
pensate the salesmen, wholesalers, and 
sales organizations which promote the 
mutual fund. In the case of the no-load 
funds, there are no salesmen—hence no 
commissions—Eb. 


Shifted Point 


Sm: The writer wishes to call your 
attention to the miscalculations of the 
value of Industrial Rayon and Standard 
Oil of New Jersey in the article on M. 
A. Hanna Co. (“In the Founder’s Im- 
age,” Forses, Sept. 15). 

—Louis G. FeEDERMAN 
Peoria, Illinois 


Forses’ decimal point 
place to the right—Eb. 


slipped one 


Goodbye, Mr. Fisk 


Str: Well, who pulled that one [about 
Big Jim Fisk being shot by a “grudge- 
bearing gold trader”] in Side Lines 
(Forres, Sept. 15)? You should know 
that Ed Stokes shot Jim Fisk in the old 
Broadway Central Hotel because Fisk 
had stolen Stokes’ mistress, Josie Mans- 
field. Further, I am credibly informed 
Stokes didn’t know gold from brass. 

—C. W. Force 
New York, N. Y. 


Forses, which neglected to cherchez 
la femme, thanks Reader Force for sep- 
arating fact from fancy—Eb. 


Debits & Deficits 


Sm: L. O. Hooper in his column on 
inflation (Forses, Sept. 15) overlooks 
... the financing of federal deficit spend- 
ing with bonds bearing an inflationary 
interest feature. As a result, the bills that 
we carry in our wallets and the bonds we 
buy from Uncle Sam are both mere 
promises to pay lawful money... . 

When [the Treasury redeemed bonds 
with] gold certificates and coins our vari- 
ous promises to pay fluctuated freely in 
terms of money, and there was a warn- 
ing signal when “promises” sold way be- 
low par. Now, since there are only 
promises to pay, some “promises” sell for 
more than others, a_ situation that 
merely reflects the prices buyers place 
upon the various interest options they 


provide. Thus, increases in _ federal 
spending, the continuance and even 
growth of federal deficits can only 


maintain a long-range inflationary drift 
—J. KesNeR KAHN 
Chicago, IIl. 
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LOCKHEED’S SOLO FLIGHT—Alone among the four major aircraft producers, 
Lockheed stands aloof from the competition in jet airliners.. Its choice: the 
turboprop Electra. But can it make good its unique flight plan? 
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“Help Wanted” 


As a magazine of business and 
finance, Forses always has been 
vitally interested in anything that 
promoted the welfare of our free 
enterprise system. This month, we 
would like to report on some small 
companies which are doing a big 
job in this direction: companies 
with a capitalization of perhaps 
$125, a work force of 15 to 20, and 
which, though they are headed by 
unseasoned executives, usually fin- 
ish out the year in 
the black. 

These are the com- 
panies affiliated with 
Junior Achievement, 
the project to teach 
young Americans the 
workings of our free 
enterprise system. 
The students try to 
run their companies 
just like a GM or 
AT&T. But they do 
it on a far smaller 
scale and they depend on an adult 
businessmen for help in unraveling 
the knottier problems of business 





have a “help wanted” sign out these 
days. There simply have not been 
enough businessmen willing to find 
time from their busy schedules to 
help out. In fact, half the kids who 
want to run a JA company this 
year will be turned away for lack 
of counselors. Many businessmen 
—many more—are needed to help. 

How much time does running a 
JA company take? Not very much 
The work is divided among a team 
of three businessmen 
from a “counseling 
company.” It may be 
a GE, US Steel, GM 
or it may be a neigh- 
borhood catering firm 
or camera shop. One 
businessman advises 
the youths on finance, 
record keeping and 


management An- 
other shows’ them 
how to plan and 
manufacture thei: 
product and service. The third 


guides them through the subtleties 
of sales and marketing. And the 


INDEX and finance. For the best young companies meet only once a week 
BUSINESS businessman, the Young Presidents during the school year. 
— 1 Organization gives an annual award. This program is so perfect a way 
Peper 15 These businessmen-teachers have to show American youth how thei 
lita, Btneticatieen 15 done a_ king-sized job through economic system operates that it 
par 16, 24 Junior Achievement. Last year’ has attracted enthusiastic support 
Milling i 17 they helped 55,000 Junior Achieve- from a long list of business names 
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First copymaker ever to 
use new speed principle 
So new, so revolutionary 
it was featured in 
Design News 


FASTEST, 
LOW-COST 
WAY T 
COPY 


PLUGS IN ANYWHERE 


AUTO-STAT 


copies co IN ann OUT “ww Finsranr ster 


The new Apeco Uni-Matic Auto-Stat is the culmination of 
years of research. It is an entirely new copymaker that makes 
copies in less than half the time of any other all-purpose copy- 
ing machine. It is so simple to operate —— anyone is an expert 
the first time he uses it. The Apeco Uni-Matic Auto-Stat copies 
any original—any color—on opaque or transparent paper 
printed on one or both sides. It offers hundreds of time and 
money-saving uses for every business at a price within the 
budget of the smallest firm. 


SEND FOR NEW FREE BOOK 


No matter what copying method you now use, 
you will be interested in knowing how the excit- 
ing new Apeco Uni-Matic Auto-Stat can save 
you time and money. Mail this coupon today. 
You will be sent without obligation, a new free 
book explaining the Apeco Uni-Matic Auto- 
Stat in detail. 


American Photocopy Equipment Co. 
2106 W. Dempster St., Evanston, ill. 


Company Type of Bus. 
Addr 
City. : State. 

Individual Title. 

















in Canada: APECO OF CANADA, LTD., 30 Dorchester Avenue, Toronto 13, Ont. 
in Mexico: APECO DE MEXICO, &.A., Ignacio Esteva, 7, Tacubaya 18, Mexico, B. F. 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


ARE THE RUSSIANS BIGGER CAPITALISTS THAN WE ARE? . . 


Forses asks this question in all seriousness. There is 
no longer any doubt that the United States is climbing 
handily out of its third postwar recession. But before 
we start congratulating ourselves it might be a good idea 
to fix this fact firmly in mind: since the recession began 
we have been running faster in order to get back, eco- 
nomically speaking, to about the same place; during that 
period the Soviet Union, if we take its claims literally, 
boosted its production by no less than 11%. 

Can we trust the Communist figures? People in the 
State Department, whose job it is to know, tell me that 
we can—give or take a little. But it 
is not so much the magnitude of the 
figures which bothers me as the 
direction. While our economy turned 
down and then began to work its way 
back, the Russians continued forging 
ahead. All of which raises the above 
very disturbing question. Are the 
Communists becoming bigger capital- 
ists than we are? 

This is not so far-fetched as it may 
sound, having in mind Webster’s defi- 
nition of the term “capital.” Capital, 
says Webster, is “an aggregation of 
economic goods used to promote the 
production of other goods, instead of 
being valuable solely for immediate 
enjoyment.” 

Capitalism, in other words, is a 
system under which a society puts 
aside part of today’s income so that 
tomorrow’s can be bigger. Primitive 
societies do not do this to any de- 
gree. Neither did ancient or medieval 
Europe unless you count the great 
cathedrals, chateaus and art works as capital goods. 

But Communist Russia does pile up capital. Its vast 
steel mills, hydroelectric plants and machinery works, 
wrung out of a ragged and oppressed population, 
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PREMIER KHRUSHCHEV 


the world’s biggest capitalist? 


represent the foregoing on a tremendous scale of today’s 
consumption for tomorrow’s production. Communist Rus- 
sia, in this sense, is competing against us with a vengeance. 

Recognizing this, many economists have come to de- 
scribe the Free World kind of capitalism as “people's 
capitalism” or “free enterprise.” By the same terms of 
reference they refer to the Russian system as “state 
capitalism.” Ours works through the individual, en- 
couraging him to exert himself for the economic and 
social benefit of himself and his family. The Soviet kind 
of capitalism, monolithic and unbending so far as people 
are concerned, treats the individual as 
just one more machine in its arsenal 
of production. 

Our form of capitalism has given the 
ordinary people of the United States 
the highest standard of living the 
world has ever seen. It has done so 
without the doubtful benefit of slave 
labor, without Siberias, without liqui- 
dating anybody. But Soviet style 
capitalism has some undeniable ac- 
complishments under its own bloody 
belt. Its recent expansion has been 
on a huge scale. Just a few months 
ago Allen W. Dulles, the capable boss 
of our Central Intelligence Agency, 
described it to Congress: “Soviet 
gross national product,” he reported, 
“was about 33% that of the U.S. in 
1950 [but] by 1956 it had increased 
to about 40% and by 1962 it may be 
about 50% of our own r 

Admitted he: “The Soviet economy 
has been growing... at a rate roughly 

twice that of the economy of the 
United States.” Now this amazing growth cannot be 
attributed, even by the most fanatical exponent of Com- 
munism, to Marxist theory. It was accomplished by the 
simple capitalist expedient of making largescale invest- 





ment in plant and equipment. The only thing communistic 
about it was the brutality with which it was carried out 
and the fact that the state rather than the people of 
Russia control it. 

But as an achievement in sheer capital-building, recent 
Russian progress has been breathtaking. Even allowing 
for the fact that it is very difficult to compare ruble figures 
with dollar figures, the experts tell us that during 1958 
Communist Russia will probably pour as much net new 
capital into its economy as the U.S. will. There are no 
precise figures, of course, but the consensus is that 
each side will create something over $30 billion in 
new capital during 1958. Take gross capital investment 
(before deducting depreciation) the US. comes out bet- 
ter: the score becomes roughly $66 billion on our side 
to around $38 billion for the Russians. (The reasons 
we spend so much for depreciation are that we have 
more equipment to depreciate and our standards of 
obsolescence are higher.) Still, even on a gross basis, 
the Russians are setting aside about 22.4% of their na- 


Nikita Khrushchev standing behind a desk, wearing a 
well-tailored business suit and looking for all the world 
like a Russian-style industrialist. The pose is symbolic. 
As head of the Soviet apparatus Khruschev is the biggest 
“capitalist” in the world today. No one is more aware 
of this than he is. “The threat to the United States,” the 
Red Boss said in his famous statement last year, “is not 
the ICBM but in the field of peaceful production.” 

Already we are feeling the weight of the newly power- 
ful Soviet-style capitalism across the world. Here they 
dump aluminum, there they buy copper wire and fish, 
somewhere else they offer longterm credits to build a 
road, a hospital, a power plant. 

But though they have narrowed the economic gap, 
they have not closed it. There the human dilemma 
that the Soviets will have to face probably sooner than 
later. That is the historical law which seems to say that 
once human beings are stirred from the depths of poverty, 
they no longer can be led by the nose and satisfied with 
a bare room and a few pieces of bread. To quote Allen 


SOVIET HEAVY INDUSTRY 


for industrial expansion: nearly one quarter of their national income 


tional income for capital-building and rebuilding; we are 
setting aside only about 15.4%. On a net basis, the score 
becomes 7.6% for us vs. 18.4% for the Russians. 

In all this we Americans have had one consolation: 
however fast the Soviets ran we seemed always to keep 
ahead of them. If our rate of gain was slower than theirs, 
it was greater in absolute figures. This year our gross 
national product will run around $429 billion; the Soviet 
Union’s will probably not quite hit $180 billion. During 
the years when they added 35 million tons to their steel 
capacity we added 46 million. 

But this year our economic tomplacency was rudely 
shocked. With our steel output trimmed by the recession, 
and theirs continuing to rise, a disturbing thing happened: 
for the first time in history the combined steel output of 
the Soviet Union, its satellites and Red China surpassed 
that of the U.S. The score: 39 million tons vs. 37.8 million 
tons. Overtaking us in steel was something of a fluke for 
Soviet Communists: with the big pickup in our steel 
industry we are again out-producing Communist steel 
by a margin of perhaps 1.5 to 1. But there is no doubt 
that they have narrowed the gap in steel. They have done 
so, too, in aluminum where Russian output alone is now 
better than half of ours. In electric power production we 
still lead by a margin of 3 to 1, but Russia claimed an 
11% increase (to 114 billion kilowatt hours) in 1958's 
first half while we just about held our own. 

On the previous page is a photograph of Soviet Boss 


Dulles again: “Economic betterment . may help to 
build up generations of people,” said he, “more and more 
inclined to question the basic tenets of a totalitarian 
philosophy.” And Dulles might have added: less likely 
to surrender the biggest part of what they produce to 
the military and to heavy industry. 

Still, the fact remains that we can no longer relax be- 
hind the Maginot line of our great headstart. We must 
make sure that our economy, once clear of the recession, 
resumes its growth annual rate of 3% to 4%, or even more 
if it can be managed. We must do this in our own free 
enterprise way: not by wearing our shoes until they 
come apart or by crowding our families two to a room, 
but by producing more and consuming more so that our 
economy has the surplus for expansion and industry has 
the profit incentive to expand. By having more rather 
than by having less we shall keep our economic lead 
over the Russians. 

To make this possible, however, we must look critically 
at our tax system, our educational system, at our tariff 
and natural resources policies and see that they are all 
directed toward encouraging economic growth and re- 
warding economic accomplishment. When it is properly 
oiled and properly functioning for free democratic eco- 
nomic system is more than a match for the clumsy 
economic juggernaut designed by Marx, built by Lenin 
and operated by Khruschev. The only difference is that 
time and complacency are no longer on our side. 
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Why do diabetic doctors 
live longer 
than other diabetics? 


Anyone who develops diabetes can take hope 
from the personal experiences of doctors who have 
the disease. They have proved that by strict ad- 
herence to treatment, they can live almost as long 
and as actively with the disease as without it. 


When mild diabetes is discovered early, it can 
often be controlled by diet alone, or by diet and 
exercise. In other cases, a combination of insulin, 
diet and exercise may be required. 


New compounds, taken by mouth, appear to 
be beneficial in selected cases, usually those who 
have mild diabetes which developed after age 40. 
Their use, however, requires strict medical super- 
vision . . . and their true place in diabetes treat- 
ment awaits further study. 


Anyone at any age can develop diabetes, but 
your chances of doing so are increased . . . if you 
are overweight; if diabetes has occurred in your 
family; if you are between the ages of 40 and 65. 


Today, about one million people in our country 
have diabetes and are getting treatment. Another 
million Americans have the disease, but are com- 
pletely unaware of it. This is because diabetes, 
early in its course, causes no noticeable symptoms, 
and may not until it is well advanced. 

So, everyone should have periodic health ex- 
aminations, including simple tests for diabetes. 
And no one should delay seeing the doctor if any 
of the following common symptoms of diabetes 
should occur . . . weight loss despite constant hunger 
and excessive eating, increased fatigue during nor- 
mal activities, excessive thirst and frequent urination. 


DIET 


PLUS 


INSULIN 


Pius 


EXERCISE 


EQUALS 
DIABETES 
ONTROL 





> 
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If diabetes is found, the usual reward for obedi- 
ence to the doctor’s orders is added years of com- 
fort and of life. Doctors know this . . . and that is 
why those of them who have diabetes live longer 
than other diabetics. 





Metropolitan Life insurance Co. 
1 Madison Ave., New York 10, N. Y. 


Please mail me a free copy of 
your booklet “‘ Diabetes,”” 10-58-F. 
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Riding in “style” 
a half century ago | 


SIXTY YEARS... 


« AND THE BEST IS YET TO COME 








America Rides and Rests on Airfoam by Goodyear 


finding increased acceptance among shoe manufac- 


Within the last few years, Airfoam developed by 
Goodyear has become synonymous with comfort in 
the minds of most consumers. According to a nation- 
wide survey among women, Airfoam is the most 
popular foam rubber today. 


The growing uses of dirfoam have revolutionized 
certain industries, such as furniture cushioning, mat- 
tresses. and seating for automobiles, planes and trains. 
Modern cars take vast quantities of foam rubber for 
seats, backs. armrests and for added safety factors. 
Airfoam has also gained wide popularity sold by the 
yard or in special molded shapes for do-it-yourself en- 
thusiasts. Another form of foain rubber—Airfoot—is 


turers for cushioning soles. 


When you walk, ride or rest, Airfoam and a host of 
other Goodyear products add much to comfort and 
safety in your daily life. These include tires . . . indus- 
trial rubber products . . . films and flooring . . . shoe 
products ia . aviation 
and aircraft products ... and a number of others find- 


ing growing markets every year. 


. chemicals . . . metal products . . 


It is through imaginative growth like this that Goodyear 
has become the world’s largest rubber company. 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


Airtoam . Airfoot —T.M.'s The Goodyear Tire & Rubber Company, Akron, Ohle 
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WALTER PAEPCKE’S PROFIT PACKAGE 


Under its lid are some highly unconven- 
tional ingredients: northern mills nobody 
else wants, a scorn for timber collecting 
and an almost obsessive cost-consciousness. 


IN THE Chicago headquarters of the 
Container Corp. of America,* Chair- 
man Walter P. Paepcke occupies an 
office which perfectly mirrors his own 
personality. Three of its four walls 
are paneled in Aspen wood, a 
memento of the cultural program 
dedicated Walter Paepcke runs at 
Aspen, Colorado, to introduce busy 
executives to the ideas of the great 
philosophers. The fourth is plain 
white plaster, dotted with an eye- 
catching array of 144 small corks. 
“Those corks,” Paepcke sometimes 
observes to visitors, “are what a box 
should be—cheap, functional and at- 
tractive.” 

A coolly aloof man, aristocratic in 
bearing and outlook, Walter Paepcke’s 
individualistic ways extend far be- 
yond office decor. As a maker of 
boxes and containers, as in every- 
thing else, he is very much his own 
man. Where the average paperboard 
maker shuns the very notion of north- 
ern sites for his mills as a virtually 
ruinous proposition, the always in- 
dependent-minded Walter Paepcke 
keeps on building new ones there and 
making them pay. Where most paper- 
makers treasure timberland and 
hoard ail they can, Paepcke looks on 
woodland assets with a distant apathy. 
And in an industry in which debt 
financing is an everyday tool, he 
stands in absolute abhorrence of long- 
term debt. 

One of a Kind. Paepcke’s independ- 
ent ways have fashioned Container 
Corp. into a company with a unique 
standing in U.S. industry. No other 
company makes as many boxes or 


*Container Corp. of America. Traded 
NYSE. Current price: 24. Price range (1958): 
high, 2434; low, 17. Dividend (1957): $1. In- 
dicated 1958 payout: $1. Earnings per share 
(1957): $1.36. Total assets: $180 million. 
Ticker symbol: CNR. 
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containers, and.few can match its 
production of paperboard, the thick 
brown paper which goes into cor- 
rugated boxes. From its 67 plants in 
24 states streams no less than 21% 
of all the fiber cans made in the U.S., 
10°. of its folding cartons and prob- 
ably an even larger share of the “big” 
cartons used in packaging appliances, 
TV sets and similar consumer wares. 
All of which added up in the first 
half of 1958 to sales of $123.7 million, 
on which Container Corp. banked a 
spanking $6.9-million net profit. 

By an ironic turn which Walter 
Paepcke himself is the first to savor, 
Container Corp. has earned its crown 
by making a product which nobody 
really wants for itself. As Paepcke 


~ 


>. Meee 
a y 


CCA ROTOGRAVURE PRESS: 
research leads the way 


puts it: “The man has yet to be born 
who says ‘I want to own 20,000 boxes 
before I die.’ Nor has the housewife 
who will say, ‘I won't buy anything 
that isn’t packaged by 
Corp. of America!’” 

It is a hard-scramble business. No 
less than 400 largely local com- 
petitors fight Container Corp. for a 
share of the nation’s $3.5-billion-a- 
year paperboard market. Price cut- 
ting is nearly an everyday affair in the 
industry. So are lulls and 
self-induced economic squalls follow- 
One 
measure of its swift pace of change is 
that among the top three independent 
boardmakers just two years 
(Container Corp., National 
tainer and Robert Gair), only 
tainer Corp 
by huge, diversified packaging giants 
Conti- 


Containe: 


seasonal 


ing upon speculative excesses 


ago 
Con- 
Con- 
has resisted absorption 
Owens-Illinois and 
nental Can 

Fiscal Formula. In 
fought market, how can middling- 
sized ($179.5-million assets) Containe1 
Corp. hold its own 
peculiar advantages of both small and 
mighty rivals? That it has done so is 
clear from the fact that it today com- 
mands no less than 7° of 


such as 


such a hard- 


against the 


the whole 
paperboard packaging market 

A literate what he 
thinks and what he 
Paepcke has reduced the answer to 
ruling “The only 
thing that really counts in business,” 
he contends, “is 
ment invests its 
what kind of return it 
capital. A company can 
broke just piling up sales and assets 
All a stockholder really wants to know 
is this: How much are the earnings, 
and how much of them can I get?” 

A Dollar's Wages. No industrialist 
has pursued this formula with more 
single-minded purpose than Walter 
Paepcke. Year in and year out, Con- 
tainer Corp. usually shows the way to 
container makers and paper compan- 
ies alike in return on invested capital. 
Thus even in the first half of 1958, 
despite slack demand and unusual 
starting-up new 
Paepcke’s Container Corp 


man who says 


means Says, 


a clear formula 
how well manage- 
dollars. In _ short, 
earns on its 
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CONTAINER CORP. PLANT (BREWTON, ALA.): 
the new mills are not for newness’ own sake 


fat 11.7c profit on every dollar of in- 
vested capital, a rate not far below 
its usual 12c to 14c return. Only Scott 
Paper among the major papermakers, 
with a 12.9c return, did better in the 
first half. 

Scott, of course, trades in high- 
profit consumer goods; Container does 
not. Weyerhaeuser Timber, similarly, 
has another advantage over Con- 
tainer: its low-cost investment in 
timberlands; yet Weyerhaeuser 
earned only 9.3c on its capital. And 
by way of extreme comparison, Olin 
Mathieson, that sprawling chemical 
conglomerate which has emerged as 
no inconsiderable factor in packaging, 
earned only 5.1c on its equity dollar. 

It is a prosperity Paepcke takes care 
to share with stockholders as their 
right. Thus, Container Corp., based 
on indicated 1958 earnings, will prob- 
ably disburse about 77% of each $1 
of its profits in dividends this year, 
vs. an estimated 68% payout by 
Weyerhaeuser, 65% by Union Bag, 
63% by Continental Can and 74% by 
Scott. 

A Penny Saved. How does Con- 
tainer Corp.’s Paepcke manage such 
earnings and such largesse? Mainly 
by single-minded concentration on 
costs. The economy broom starts with 
the corks in the chairman’s own office, 
but it does not end there. “They make 
a very unusual effect,” says Paepcke, 
speaking of the corks. “They cost 
about $1 each, or $144 in all. Another 
businessman might have chosen Cir- 
cassian walnut, which costs ten times 
as much, but would he really have 
anything more attractive? I don’t 
think so.” 

From his own quarters, Paepcke’s 
broom sweeps its way along to his 
plant managers, each of whom is con- 
tinually reminded that the key to 
success is return on capital. Each 
gets a regular briefing on the facts of 
Container’s financial life. The same 
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close watch is kept on each dollar 
of new investment to ensure that it 
is fully paying its way. For Container 
Corp., that stringent test has natural 
consequences. Explains President 
Wesley M. Dixon: “We don’t expand 
in all directions. What we are con- 
cerned with is the maximum use of 
every dollar.” 

Against the Grain. One Paepcke trick 
for boosting return on capital com- 
pounds all the rules Wall Street paper 
analysts live by. The northern paper- 
board plant, which uses waste paper, 
is the marginal outcast of the in- 
dustry. Theoretically such a producer 
cannot hope to compete with the 
South’s massive-volume mills, which 
spew out Kraft board made from 
cheap southern slash pine. Nor is its 
product generally considered as stur- 
dy as the Southern board. 

Yet Paepcke has built a whole 
string of such plants north of the 
Mason-Dixon Line, and the product, 
named Concora cylinder liner, com- 
petes handily in both quality and 
price against the South’s Kraft board. 
For Paepcke long since deliberately 


CONTAINER CORP.’S PAEPCKE: 
he has a clear ruling formula 


set Container Corp.’s research labora- 
tories to the task of developing a high 
quality board from waste paper. 
This process endowed Paepcke with 
a big advantage: great savings over 
the stiff $18 a ton shipping costs 
Southern producers must pay. On 
average, Container Corp.’s northern 
freight bills probably run some $10 
to $12 a ton less, no mean differential 
in so competitive an industry. 

But Paepcke’s northern mills save 
him more than freight bills; they 
also economize on capital. The 
smallest kraft liner board mill that 
can be built today and still be eco- 
nomical is a 500-ton-a-day capacity 
plant costing about $30 million. 
Sufficient timberland to supply this 
mill increases costs at least another 
$10 million. Thus the typical min- 
imum unit of mill investment in the 
South is something above $40 million. 

By contrast, Paepcke can build a 
cylinder liner mill with a capacity 
of as little as 150 tons a day. Cost: 
a mere $7 million. Thus for only 
$21 million he cannot merely get the 
same tonnage as a southern mill, at 
half the capital cost, but dispose it 
over three strategic sites. 

Father-founder of this sprawling 
complex, Walter Paepcke, 62, is a 
forceful and highly individual per- 
sonality, with a talent for blunt and 
precise expression, and an uncommon 
ability to combine large ideas with 
the means to make them work. Of 
another man it would be said that 
he learned his trade in his father’s 
Chicago box plant (which still turns 
out a dutiful 70 to 140 tons of board 
a day for Container). Of Paepcke, 
who entered the family company 
(now the Chicago Mill & Lumber Co.) 
as assistant treasurer, four years 
later, at 25, became its president, it 
is more accurate to say that there he 
improvised what was to be his trade. 

As a World War I stopgap, when 
wood supplies were scarce, the elder 
Paepcke had built a paper mill in 
Chicago. But young Paepcke quickly 
realized that paper containers were 
much more than a stopgap; they were 
a great newborn industry. So in 1926 
he launched his own new company to 
make paperboard and boxes. 

His ambition for it was larger— 
a company national in scope and 
stature, yet with plants close by cus- 
tomers so as to hold down freight 
rates. (As Paepcke foresaw, man- 
ageable freight costs have since 
become one of the make-or-break 
items in boxmaking.) With an initial 
capitalization of $6 million in bonds 
and debentures, Paepcke tailored his 
company’s name to his ambitions. Re- 
marked his lawyer dryly at the time: 
“What a grandiose name for a child 
yet unborn!” 
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SINGLE MINDED 


“Let us cultivate our garden,” exhorted 
Voltaire’s Candide — advice that Con- 
tainermaker Walter Paepcke applies to 
his invested capital. His formula: single- 
minded specialization instead of the 
across-the-board diversification of his 
rivals. Notable result for Container 
Corp.: the fattest return on invested 
capital among the major papermakers. 
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Paepcke’s brainchild grew with 
startling rapidity: within a year its 
sales had mushroomed to $11.7 mil- 
lion. By the early 1930s, Paepcke had 
merged it with many another con- 
tainer maker, had a strategic foothold 
in key population centers. 

But it was not until after World 
War II that Paepcke really showed 
the talent for swimming against the 
tide that has become his trademark. 
Almost to a man, papermakers were 
launching the great waves of ex- 
pansion that made their securities 
stars in the subsequent bull market. 
Not so Paepcke. Instead of investing 
wholly in new bricks and mortar, 
Container Corp. concentrated on mod- 
ernizing its old mills with new ma- 
chinery and equipment. Explained 
Paepcke characteristically: “It’s far 
better to clean up your house before 
you start building three more.” 

Assets—and Assets. When occasion 
demands, however, Walter Paepcke 
can deal in something more than old 
mills. Today, of Container Corp.'s 
total capacity of one million tons, no 
less than 350,000 tons is new capacity, 
with the balance represented by mod- 
ernized old mills. 

But Paepcke shares none of the 
common corporate weakness for big- 
ness and newness in assets. Observes 
he shrewdly: “An executive will 
think nothing of buying a DC-3, 
which, after all, is 25 years old by 
definition, and of modernizing it into 
virtually a new plane. The same 
happens to paper mills when you put 
in new equipment. Frankly, I myself 
would prefer to invest in a company 
with no offices at all, if it owned 200 
prime oil leases.” 

Paepcke has never hesitated to 
build a new mill when there was a 
fine profit in the offing. Thus at Santa 
Clara (Calif.) last year, Paepcke 
spent $2.9 million to complete a box- 
board and linerboard mill. But typ- 
ically he had it showing a profit within 
60 days. This year, among other new 
plants, Container Corp. opened a $30- 
million bleacher kraft mill at Brewton 
(Ala.) geared to produce 300 tons of 
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pulp or paperboard a day. Currently 
this mill is working three shifts, seven 
days a week. 

But capital-conserving Walter 
Paepcke has no fondness for new 
mills for newness’ own sake. For 
he must be acutely aware that, as far 
as return on capital is concerned, 
new mills have two big strikes against 
them. An old mill will earn perhaps 
15¢c to 20c per dollar of investment; 
if the owner is uncommonly lucky, 
a new mill may earn 10c per dollar 
of capital costs. And it is a rare new 
mill which is not built at least partly 
with borrowed money, thus boosting 
the investment base. 

Paepcke, however strong of opinion, 
is no dogmatist. When occasion re- 
quires, he borrowed to build. 
Thus when Container Corp. expanded 
its foodboard operations in 1955, it 
had to build a bleached sulphate mill 
to supply the board mills. At the 
time, Container’s working capital had 
already dropped to a paper-thin $24.6 
million, so Paepcke faced two choices: 
either he could cut the dividend in 
a time of unprecedented prosperity, 
Debt seemed the 
lesser evil, so Container Corp. bor- 
rowed $35.8 million. 

Yet it is 
who 


has 


or he could borrow. 


Paepcke, 


depression 


no secret that 
emerged from the 


Stas ine al 


MANUFACTURING FOLDING CARTONS: 


“our business is making containers, not investing in 


with not a penny of borrowed money 
due, would dearly like to clean all in- 
debtedness off his balance sheet. Says 
he candidly: “I am not very happy 
about having debt.” 

A Walk in the Woods. Quite as un- 
orthodox is Paepcke’s view of timber 
reserves. Most other papermen look 
on timberland as on jewels beyond 
price, happily hoard as much as they 
can afford. Not so Paepcke. And 
although Container Corp. does own 
310,513 acres of timber, this is a mere 
woodlot in‘ comparison with St. Regis 
Paper’s 3.3 million acres, Crown Zel- 
lerbach’s 2.1 million In- 
ternational Paper’s 21.7 million acres, 
either owned or held under lease 

For Container Corp. to reach a full 
self-sufficiency in timber would 
quire an least $80 
million. Paepcke does not believe it 
would be worth A better 
use of Container Corp.'s capital, he 
insists, would be new plants. “If you 
have huge timber reserves,” he argues, 
“you also have 
taxes and other expenses 
we can get along with 
costs and let the other guy carry the 
expenses, well, why not? After all, 
our business is making containers, not 
investing in timberland.” 

Peril in Packages? Paepcke has been 
resisting still another change which 
could greatly offset Container Corp.'s 
position. This is the trend toward 
diversification in packaging, whereby 
such companies as American Can and 
Continental Can make two, 
more of the types 
glass, plastics and paperboard. Thei1 
supplier better 
serve his customer by giving him one 
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Paepcke thinks otherwise. “There 

isn’t,” he says firmly, “any real inter- 


source fo1 


changeability among containers 
Moreover, I don’t think that you can 
be a specialist in six or eight things 
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will still find very few decathlon 
champions.” 

Paepcke has carried his theory of 
single-minded effort to its logical con- 
clusion by carefully pruning his major 
acquisitions after he bought them. 
One such was the Mengel Co., a di- 
versified manufacturer of wood and 
paperboard products, in which Con- 
tainer holds a 96.8% interest. Shortly 
after the acquisition, Paepcke lopped 
off such Mengel sidelines as furniture 
and African mahogany, leaving a 
profitable outfit making corrugated 
containers and dealing in markets 
where Container Corp. had not been 
represented. “To get what we wanted,” 
Paepcke notes, “we had to take things 
which were not germane. But we 
didn’t have to keep them.” 

Even Keel. So far, Paepcke’s refusal 
to join the rush to diversified packag- 
ing has not hurt Container Corp. 
Not only does it continue to show a 
higher return on capital than Amer- 
ican Can or Continental Can, but 
its earnings have also held up better 
during the latest recession. Over the 
first half of this year, for example, 
Continental Can’s profits were off 
13.4%, American Can’s 14.7%, Owens- 
Illinois’ 20.7%. Container Corp.’s net 
fell only 11.8%—one of the better 
showings in the industry. 

Paepcke believes that, whatever in- 
tegration big competitors undertake, 
he can keep Container Corp.’s prof- 
itability untouched in just one simple 
way: concentrate on what Container 
Corp. does best and do it even better. 
Thus, his empire is peppered with 
elaborate research laboratories which 
work continually to design new and 
more useful boxes and cartons, seek 
even more products that can be pack- 
aged in them. Among Container 
Corp.’s claimed “firsts”: carry-home 
beer packages; multi-can and mixed 
product wraps; color screen printing 
for wraps. 

Boxes Abroad. So, while American 
Can and Container Corp. continue to 
pour their capital into new can, glass 
and paperboard plants, Paepcke has 
plowed his into mills abroad. Since 
1955 alone, Paepcke has invested $11 
million in West Germany and Latin 
America. And already, Container 
Corp.’s overseas branches account for 
no less than 20% of its total invested 
capital. “As the world becomes in- 
dustrialized,” predicts Paepcke, “it 
will need more packaging.” 

Just a few weeks ago, Paepcke 
stepped up his overseas investment. 
For $1.7 million, he bought 79% of 
Western Germany’s Bremer Papier- 
und-Wall-pappenfabrik AG. His aim: 
to get a full third of the entire paper 
processing market in West Germany. 

Aspen & Ads. Normally Paepcke 
works a six-day week. But he has 
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Millions of Tons 
PAPERBOARD 
TO SPARE 


Once again, the gap between pro- 
ductive capacity and output has 
widened — an old story to veteran 
paperboard makers. 
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still time for at least one major out- 
side interest dear to his heart. A long- 
time close friend of Educator Robert 
Hutchins, Paepcke and his wife, eight 
years ago, attended sessions of the 
Great Books Course at the University 
of Chicago. So _ enthusiastic did 
Paepcke become that he started a 
year-round program of seminars at 
Aspen, Col. at which businessmen, 
labor leaders and others would be 
exposed to the central ideas of great 
thinkers ranging from Aristotle to 
Marx. “Walter is worried,” says a 
Paepcke associate, “whether man can 
reach enough understanding of what 
life today is about to keep him from 
blowing his brains out.” 

The Aspen experiment, which has 
been hailed by educators and execu- 
tives alike, has influenced Container 
Corp. itself. Its advertising too is built 
around a “Great Ideas” theme; each 
ad features a_ thought-provoking 
quotation and an eye-stopping illus- 
tration by a prominent artist. One 


PACKING CONTAINERS: 
“Ideas” have proved helpful 


such work of art, by an Alaskan 
Indian, Paepcke had transported to 
the wall of his office (see cover). As 
Paepcke sees it, Container Corp.’s 
notable ad series is more than just 
educational and esthetic. It is also an 
eminently practical solution to the 
problem the box-maker faces in ad- 
vertising its wares. The novel “Ideas” 
series, he contends, has set people to 
talking about the company, lent it a 
tone of quality by association, opened 
doors to its salesmen, interested col- 
lege students in working for the 
company, and perhaps induced in- 
vestors to check on its stock. 

Paepcke has made another, equally 
radical innovation in his operations. 
In an industry where major com- 
panies are often dominated by single 
families, and sons traditionally follow 
fathers into executive posts, Paepcke 
refuses to employ a relative of any 
employee, supplier or customer. “The 
trouble ;about a monarchy,” he ex- 
plains, “is that you cannot tell how 
good a man’s son or grandson is going 
to be.” 

The Road Ahead. One thing that 
worries Walter Paepcke far less than 
most of his rivals is that currently 
the board-makers have far more ca- 
pacity than they have customers to 
take their output (see chart). Tradi- 
tionally, this has been the signal for 
a round of ruinous price-cutting. 
Paepcke does not believe it will hap- 
pen this time. “Our big business,” he 
argues, “comes in the spring and fall. 
You have to have some excess ca- 
pacity to meet it.” 

Nor does Paepcke worry overlong 
about the highly cyclical pattern of 
the paperboard industry. So far this 
year, he points out, production has 
held up better (roughly 80°%-85% 
of capacity) than steel or autos. “Oh, 
sure,” he adds, “everybody tries to 
combat the ups and downs with 
specialties. But you cannot be en- 
tirely safe even in something like 
packaging food. People eat every day, 
yes. But not necessarily the items that 
you package.” 

Piety & the Public. An _ intellectual 
and very much his own man, Paepcke 
has little patience with empty forms 
or idle prattle. Invariably he acidly 
declines to indulge in the usual cor- 
porate pastime of estimating future 
earnings. He will freely express the 
judgment that the paperboard in- 
dustry shows signs of coming out of 
its slump. But beyond that he stops. 
“I am amazed,” he says of corporate 
predictions on earnings, “at the cred- 
ulity with which the public swallows 
what can only be pious hopes.” 
Paepcke’s own interest, as ever, is 
hard, accomplished facts—preferably 
earnings nicely related to capital 
investment. 
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PAPER 


STEAK—OR 
SIZZLE? 


As Great Northern Paper 

common demonstrated last 

month, it pays to have influ- 
ential friends. 


How much was steak, how much was 
sizzle? That was the question invest- 
ors had to ask themselves about one 
of the hottest stocks on the Big Board 
last month, Great Northern Paper 
Co.* No doubt about it, there was 
plenty of sizzle. In a bare handful of 
trading days, GPP bounced up from 
50% to 61, with gains of as much as 
3% points in a single session. 

Who You Know. What was up? Cer- 
tainly not sales—down 24% in the 
year’s first half. Nor earnings—off 
78%. Great Northern’s President 
Manuel Crocker McDonald was quite 
frank about that. And he was equally 
candid with another prediction: even- 
tually the papermaker’s’ earnings 
should improve “quite substantially,” 
but only after a marked improvement 
in general business. To date there 
was, he regretfully reported, “no ma- 
terial change.” In short, very little of 
the kind of steak that would explain 
Wall Street’s bustle to Great Northern 
Paper’s table. 

Then what could buyers of GPP 
know that McDonald himself did not 
know? As soon became clear, how- 
ever, it was not so much a case of 
what you know, but of who you know. 
For Great Northern, the word had it, 
has an influential friend: Ambassa- 
dor-Industrialist John Hay (“Jock’’) 
Whitney. And Jock Whitney had just 
demonstrated a lively interest in pub- 
lishing by acquiring control of the 
New York Herald Tribune and Pa- 
rade. Never slow to put two things 
together, investors recalled that Whit- 
ney also holds a 9% interest in Great 
Northern Paper’s stock. What was 
more natural than that one interest 
should go hand in hand with the other? 

Missing Link. There was just one 
missing link in this nice chain of rea- 
soning. Actually the Herald Tribune 
buys only a small fraction of the 54,000 
tons of newsprint it uses annually 
from Great Northern; Parade buys 
none. If either should switch suppli- 
ers, Great Northern naturally would 
dearly love to have the business. But 
that is, at best, a remote possibility— 
at least for now, since any change 


*Great Northern Paper Co. Traded NYSE. 
Current price: 565,. Price range (1958): high, 
61; low, 37. Dividend (1957): $2.40. Indicated 
1958 payout: 60c. Earnings rnd share (1957): 
$2.42. Total assets: $122.3 million. Ticker sym- 
bol: GPP. 
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must await the expiration of existing 
contracts. 

Much more vital than the sizzle was 
the steak itself. What was McDonald 
doing to boost Great Northern’s for- 
tunes? For one thing, over the last 
five years he has plowed back some 
$75 million into brick and mortar, 
modernized Great Northern’s two 
mills, enlarged its steam facilities to 
end the company’s longtime vulnera- 
bility to water power conditions. Says 
he: “With our ample supply of power 
and our timberland holdings, we are 
in good position to take advantage of 
the increase in demand when it 
comes.” 

How Much Steak? But that may not be 





THE PACE 
IN SPACE 


For a decade, increasing newspaper 
linage set a fast pace for newsprint 
consumption, which soared some 
46% on a 40% rise in linage. 


a | 
NI 


| 








| 

‘% "3 "SO ‘Sl 52 ‘53 'S4 55 'S6 
The first real setback come late 
last year, leaving newsprint makers 
with roughly one million tons of ex- 
cess capacity in 1958's first half. 
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- Newspaper Linage 


Not until July did advertising lin- 
age gain on a year-to-year basis. 
Newsprint consumption, however, 
still lags behind a year ago, but by 
a lessening margin. 
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soon. For that, McDonald had the 
word of his biggest competitor in do- 
mestic newsprint production, Sir Eric 
Bowater of Bowater Paper Co. 
Warned Sir Eric last month: “The 
immediate prospects for any material 
improvement in newsprint are not 
promising.” As for 1959, all Sir Eric 
promised was “a slow but steady 
climb back to the point where the 
present surplus capacity ... is again 
employed.” (See chart.) 

Wall Street quickly translated the 
views of both rivals into its own terms. 
Its consensus: in terms of real steak 
—Great Northern’s final net- 1958 is 
likely to produce little beyond bare- 
bone coverage of its preferred divi- 
dends. 


DEFENSE CONTRACTORS 


BIG BIRDS 
& BLACK BOXES 


Was it just another merger? 
Or have Charlie Perelle 
and Whitley Collins really 
launched a new giant among 
defense contractors? 





Watt Street, which has seen too 
many of them in the past few years, 
has grown pretty blasé about mergers. 
But last month a merger was in the 
making that caused more than one 
jaded investment man to sit up and 
take notice. The partners: Beverly 
Hills, Calif.’s plane-and-missile- 
making Northrop Aircraft, Inc.* and 
Long Island, N.Y.’s electronics-wise 
American Bosch Arma Corp.+ 

As mergers go, the Northrop-Am- 
erican Bosch deal will only be a 
middling-sized one—if, and when, it 
finally gets stockholder approval. 
Combined assets of the two companies 
would amount to $155 million, their 
1957 profits, $10.6 million. But the 
Northrop-Arma merger has some of 
the earmarks of a very good match. 

A merger, of course, is a good 
match only if the resultant whole is 
worth more than the sum of its parts. 
Did this one fit the bill? It was too 
early to say definitely. So far the new 
company did not even have a name 
and final terms of the merger were 
still in the air. 

But American Bosch’s President 
Charles Perelle and Northrop’s Presi- 
dent Whitley Collins were talking 
about it as an accomplished fact 
and in terms enthusiastic enough to 
make even the skeptical look twice. 
“By next year,” promised Northrop’s 
handsome, silvering Whitley Collins, 
“we'll be delivering goods at a half- 
billion-dollar annual rate.” Bubbled 
irrepressible Charlie Perelle: “A 
General Electric of the missile busi- 
ness is being born.” 

Airframes & Hardware. By 
bigger of the companies on 
Perelle and Collins base high 
hopes is Northrop. Once a fighte: 
planemaker famed for its P-61s and 
F-89s, Northrop has since become 
largely a missile-maker (Snark), a 
subcontractor of other people’s mis- 
siles (Raytheon’s Hawk) and a large- 


far the 
which 
such 


Aircraft, 
2834 


*Northrop Inc. Traded NYSE 
Current price Price range (1958): high 
29; low, 221%. Dividend (1957): $1.60. Indi- 
cated 1958 payout: $1.60. Earnings per share 
(1957) : $3.62. Total assets: $89 million. Ticker 
symbol: NOC 


+*American Bosch Arma Corp. Traded 
NYSE. Current price: 273 Price range 
(1958) : high, 277%; low, 193g. Dividend (1957) 
$1.05. Indicated 1958 payout: $1.20. Earnings 
per share (1957): $2.67. Total assets: $66.1 
million. Ticker symbol: BOS 
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s 
VORTHROP’S COLLINS: 


ABA’S PERELLE: 


a neat combination 


scale electronics manufacturer. 

Northrop’s smaller partner is a 
conglomerate combination of an auto 
parts manufacturer and a small de- 
fense contractor put together by Wall 
Street Dealster Charles Allen. By 
getting into electronics and later into 
missile work under the operational 
direction of hard-working Charlie 
Perelle, American Bosch Arma has 
become a major maker of missile and 
aircraft electronic hardware. 

On Wall Street last month it did 
not take much wisdom to figure out 
what it was Collins and Perelle were 
trying to put together. Individually, 
American Bosch and Northrop had 
been leading missile parts makers 
and subcontractors; together, they 
would be in a much better position 
to manufacture both the big birds and 
the black boxes that go into them, 
as a prime contractor and thus garner 
maximum profit. With Arma’s in- 
ertial guidance systems already going 
into both the Atlas and Titan missiles 
and with Northrop’s long experience 
as an airframe and missile body 
maker, even the most skeptical Wall 
Streeter had to admit that the chances 
looked fairly good. 

Which Is Which? Certainly it was a 
merger which would be _ closely 
watched in every aircraft plant and 
electronics laboratory from California 
to Massachusetts. For the two in- 
dustries today are so close that even 
the experts can’t tell where the bird- 
maker leaves off and the black box 
maker takes over. 

Once, of course, they had been 
poles apart. But with the big shift to 
missiles in 1954, airframe makers 
started skidding. To stay in business 
they had to become prime contractors 
and to do this they had 
Thus 
began the war between the electronics 
people and the airframe makers to 
control the missile program. 

For a while it seemed to be some- 
what of a 


for missiles 
to show electronic capability. 


stalemate—the airframe 
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makers, such as North American, Mar- 
tin and Lockheed, with their fabricat- 
ing facilities, took prime responsibil- 
ity for missiles and subcontracted out 
the black-box, engine and optical sys- 
tems. Then, as it became more ap- 
parent that the biggest part of the 
missile cost was its electronic com- 
ponents and systems, airframe makers 
began to shop around, trying to pick 
up electronics companies and keep 
their own assembly lines occupied. At 
the same time, such _ electronics 
makers as Sperry, GE and Raytheon 
came to resent the fact that they put 
the most in and took the least out of 
the missile program. 

Rolling Their Own. Some, like Sperry 
and Raytheon, with relatively small 
“birds,” began fabricating the whole 
job. Taking the opposite tack, air- 
craft-heavy General: Dynamics, for 
example, through its subsidiary Con- 
vair, set up its Astronautics division 
to take complete control of all phases 
of its Atlas program—as well as to 
offer an integrated facility for further 
missile development work. Martin 
ballooned its electronics division. 
North American set up Autonetics 
to handle both military and commer- 
cial electronics business. Lockheed is 
known to be shopping around for an 


NORTHROP “SNARK”: 
next move, integration? 


electronic facility, as is Boeing. Of 
the major airframe makers, only 
Douglas has flatly stated that it has 
no intention of getting into the field. 

New Breed. Already then, Wall 
Street has begun to talk of a new 
breed of company: the fully integrat- 
ed missile-maker. General Dynamics 
and North American Aviation are 
the largest of the kind, with The 
Martin Co. a somewhat distant third. 
Into this group will probably step, 
sometime early next year, Perelle’s 
and Collins’ as-yet unnamed amal- 
gam. 

On the books, it will not look nearly 
so impressive as its potential rivals. 
Its working capital, for example, 
will be in the neighborhood of $39 
million as compared to General 
Dynamics’ $136 million. It will stack 
its $155-million total assets against 
General Dynamics’ $571 million, North 
American’s $350 million. But if en- 
thusiasm and a neat dovetailing of 
know-how mean anything, Perelle 
and Collins expect to be right in 
there fighting with the biggest of 
them. Promises Charlie Perelle: “This 
is one merger which is going places.” 


AUTOS 


FINANCIAL 
HORSEPOWER 


It's anybody’s guess whose 
1959 models the public will 
take to, but there’s no argu- 
ment about who has the 
fastest balance sheet. 


A HaGcaRD Walter Reuther and an 
equally worn-out John S. Bugas, 
Ford vice president of industrial re- 
lations, finally dragged themselves 
home for a good night’s sleep. De- 
troit’s strike threat was past. At a 
slow but quickening pace, the 1959 
models were rolling off the assembly 
lines. Did it remain, then, only to 
wait and see whether the public 
would buy to judge whether GM, 
Ford and Chrysler were likely to have 
good years? 

To a large extent, yes. But not en- 
tirely. For to balance-sheet-minded 
Wall Streeters there remained one 
question whose answer did not depend 
on merchandising strategy or public 
fancy. It was simply this: How well 
are the major automakers supplied 
with fiscal fuel? Do they have the 
money to step on the gas if 1959 
should turn out to be a good year? 
Enough to tide them over if 1959 
should be a bad one? Or, looking a 
bit further ahead, how well prepared 
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are their respective treasuries for 
what one well-informed Wall Street 
analyst refers to as “the imminent 
biggest dollar drain in Detroit’s his- 
tory—the switchover to the 1960 
models”? 

High-Powered Balance Sheet. The an- 
swers to all these questions, of course, 
could be found in the respective 
June 30 balance sheets—and the 
answers were not always what the 
casual observer might have expected. 
General Motors,* of course, remained 
General Motors. With a solid $2.0 
billion in working capital at June 30, 
this biggest of all industrial corpora- 
tions had few fiscal worries. Its high- 
compression balance _ sheet listed, 
among other things, a cash balance of 
$1.2 billion, and an extremely healthy 
current ratio of 3 to 1. 

Ford, however, was something of a 
surprise. Fiscally speaking, Ford*+ 
simply did not have GM’s horse- 
power. Its current assets covered 
current liabilities by a ratio of but 
19 to 1. Undercapitalized by com- 
parison with mighty GM, Ford over 
the past three years has been financ- 
ing it sales volume on a working capi- 
tal that works out to just 2lc per 
sales dollar as compared with GM’s 
40c. And, what perhaps. worries 
Ford’s moneymen even more, the 
company’s cash flow—out of which 
fresh working capital can be built up 
—has been running at well under half 
GM’s rate, even allowing for the big 
difference in the two companies’ 
size. 

Chrysler's Pleasant Jingle. If Ford is 
somewhat underpowered, how does 
Chrysler** stack up? This may come 
as a surprise to some who look upon 
the No. Three Automaker as a rela- 
tively weak sister, but its balance 
sheet at mid-year gave out a much 
more pleasing jingle than Ford’s. With 
a much smaller sales volume to finance, 
Chrysler had a considerably larger 
cash balance ($364.9 million vs. Ford’s 
$281.7 million). In relation to their 
respective sizes, Chrysler’s working 
capital, cash flow and current ratio 
were all higher octane. 

Chrysler, of course, owes much of 
its liquidity to its foresight in raising 
money when it did. In 1954, when 


*General Motors. Traded NYSE. Current 
rice: 4715. Price range (1958): high, 47'9; 
ow, 3334. Dividend (1957): $2. Indicated 1958 
ayout: $2. Earnings per share (1957): $2.98. 
otal assets: $6,826 million. Ticker symbol: 
GM. 


+Ford Motor Co. Traded NYSE. Current 
rice: 4514. Price range (1958): high, 463; 
ow, 383s. Dividend (1957): $2.40. Indicated 
1958 payout: $1.60. Earnings per share (1957): 
$5.19. otal assets: $1,091 million. Ticker 
symbol: 


**Chrysler Corp. Traded NYSE. Current 
rice: 5734. Price range (1958): high, 5815; 
ow, 44. Dividend (1957): $4. Indicated 195 
ayout: $1.25. Earnings per share (1957): 
13.75. Total assets: $1,497 million. Ticker 
symbol: C. 
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money was still relatively easy, Presi- 
dent Lester Lum Colbert sat down 
with officials of the Prudential In- 
surance Co. and arranged a $250- 
million loan. Running for 100 years 
and carrying an interest rate of just 
334%, the Chrysler loan was as good 
as permanent capital for the big auto- 
maker. To top this off, early this 
summer Colbert arranged for another 
$150 million in long-term credit to 
be made available whenever Chrysler 
wants it. When the latest loan is 
drawn down, Chrysler will have some- 





FISCAL FUEL 


What kind of shape are Detroit's Big 
Three automakers in to face the 
competitive uncertainties of 1959? 
In sheer balance-sheet solidity, as in 
everything else, General Motors 
predictably sets the pace. But sur- 
prisingly, Chrysler shows a richer 
fiscal fuel than Ford —larger current 
and cash ratios, a proportionately 
stronger working capital position, 
and greater cash flow relative to 
sales. 


CURRENT POSITION 











ee Current Ratio (Current assets +- current liabilities) 
a: Quick Ratio (Cash and equivalent + current liabilities) 


WORKING CAPITAL 





ord GM 


where in the neighborhood of one half 
billion dollars in cash to finance its 
1960 models. 

Looking for a Loan. Come what may, 
then, Chrysler probably has _ the 
money to get through the next few 
years. GM, with its great resources 
and hefty cash flow, is, of course, 
financially self-sufficient. How about 
Ford? Wall Street is betting that 
President Henry Ford II will have 
to refuel his treasury, very possibly 
before 1958 is over. This almost 
certainly will have to be in the form 


of borrowing. Having hacked its 
dividend in half this year, Ford would 
have real trouble trying to sell more 
common stock at any kind of a fa- 
vorable price. Here, too, Ford’s Ford 
may well end up envying Chrysler’s 
Colbert when he pulls up to the 
financial filling station: with money 
increasingly hard to get, Ford is likely 
to pay a far stiffer price in 1958 or 
1959 than Chrysler did for its long- 
term credit in 1954 


MILLING 


PILLSBURY’S MIX 


Down at the old Pillsbury 
Mills there is a new look and a 
new recipe for yeasty growth. 


Ir Pillsbury Mills’ 12,000 stockholders 
knew what coming, they'd a’ 
baked a cake. As it was, when Pills- 
bury convened its annual meeting 
last month, they voted instead to ap- 
prove President Paul Gerot’s new 
recipe for yeasty growth. The grand 
old (1869) miller’s shareholders read- 
ily gave their consent to an increase 
in authorized common stock from 1.1 
million to 1.5 million shares. Object 
“To provide for greater flexibility in 
continuing a policy of diversification.” 
They also granted the first change of 
name since Pillsbury Mills was 
adopted in 1944. The big miller’s new 
monicker: Pillsbury Co.” 

The new recipe, plus a sparkling 
fiscal 1958 (ended May 31), in which 
sales rose 6% over the year before 
(to a record $350.6 million) and earn- 
ings swelled 41% (to $5.6 million, an- 
other record), made it as plain as the 
XXXX on every sack of Pillsbury’s 
Best flour that the big miller had come 
a long way from its pre-1940 repute 
as the “Rip van Winkle miller.” 
Awakening in 1940 when Philip Pills- 
bury, grandson of Founder Charles A 
Pillsbury (now chairman), took over, 
Pillsbury has grown from a somewhat 
leavened maker of flour and cake and 
pancake mixes to the industry's top 
producer of prepared food 
rolls and cookies 

Flour Garden. While it Phil 
Pillsbury who saw to the mills’ physi- 
cal expansion via a number of pru- 
dent purchases (e.g., Globe Milling, 
Ballard & Ballard), it was President 
(since 1952) Gerot, a cookie-smart 
salesman, who pushed Pillsbury into 
the lucrative home baking mixes and 
the promotionally potent annual Pills- 


was 


mixes, 


was 


*Pillsbury Co 
rice: 5645 
ow, 4215 
1958 payout 
$5.79. Total 
symbol: PSY 


Traded NYSE 
Price range (1958) high, 60', 
Dividend (1957): $2.50. Indicated 
$2.50. Earnings per share (1957) 
assets: $121.9 million Ticker 


Current 
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bury Bake-Off contest. Pillsbury may 
still be only crumb-sized compared 
with gargantuan General Mills, but 
since war’s end Pillsbury’s sales have 
grown 86.2%, more than double Gen- 
eral Mills’ 42.8% pace. 

With its new corporate handle, 
Pillsbury Co., says Miller Gerot, “can 
become a company producing and 
milling numerous products both with- 
in and without the food industry.” 


WALL STREET 


BARGAINS OR 
BOOBY TRAPS? 


If they’re loaded why are they 

laggard? Answer: it takes a 

sharp eye to tell the bargain 
from the booby trap. 





Why, in a time of bull markets and 
inflation should the shares of some 
companies sell for less than their 
share of the liquid assets, at a price 
which puts no value at all on the 
sometimes considerable plant and 
equipment? The answer, of course, 
is that a stock is only worth as much 
as the public is willing to pay for it 
Each of these companies, for various 
reasons, has fallen from investors’ 


favor. A few of the reasons: 

e It has failed to show earning 
power commensurate with the assets. 

e The company is losing money and 
the assets, although unquestionably 
there, are being dissipated. 

e The assets themselves are ques- 
tionable. Inventory may be partly in 
slow-moving, out-of-date merchan- 
dise whose present value is way be- 
low its book value. 

Siren Song. Yet, such stocks sing a 
chronic siren song to investors. Es- 
pecially at a time such as the present 
when many a blue chip is selling at 
prices which discount higher earnings 
for many years ahead. The share 
which sells for less than its net quick 
assets, though unquestionably lag- 
gard, is also loaded and there is al- 
ways the chance that something will 
happen that will push its price up 
closer to book value. 

Sometimes this happens with a 
spectacular flourish. Item: Ameri- 
can Motors, a loaded laggard with 
$9.64 worth of net working capital 
for each share, was selling at a little 
more than $5 a share in January, 1957. 
But the situation changed and within 
21 months the stock had nearly quad- 
rupled in value. Another loaded lag- 
gard that has been strong recently: 
Schenley Industries. Reason: prior to 
passage of the Forand Bill, Schenley’s 
huge stocks of bonded whiskey had 





Per Common Share—, 


Net " 
Book Cap. after Recent 
Value 


Pr. Oblig. Price 


Aircraft 
Beech Aircraft 
Republic Aviation 


Apparel 

Adams-Millis Corp. 
Cluett, Peabody 

Hat Corp. of America 
Manhattan Shirt 
Mojud Co. 

Reliance Mfg. 

Autos 

Mack Trucks 

White Motor 


Auto Parts 

Bohn Aluminum 
Gabriel Co. 

*Kingston Products 
McQuay-Norris Mfg. 
National Acme 

Natl. Automotive Fibres 
Western Auto Supply 
Young Spring & Wire 
Building Materials 
Certain-teed Products 
*Harbor-Plywood 
*Thew Shovel 36 
Union Asbestos & Rubber 
Construction Equipment 
Fenestra, Inc 

Gar Wood Industries 
Distilling & Liquor Distribution 
American Distilling 42.12 
Austin, Nichols 
Distillers Corp.-Seagrams 
*Glenmore Distilleries 
Publicker Industries 
Schenley Industries 
Farm Equipment 
Cockshutt Farm Equip. 
Minneapolis-Moline 
Oliver Corp. 
Food 

American Crystal Sugar 
Archer-Daniels-Midland 


$23.27 
23.27 


27% 
26% 


$26.92 
33.67 


28.80 


53.63 


22.46 
35.89 
32.82 


13% 
15% 
12% 


85.44 
60.22 


4012 
36% 


* Traded American Stock Exchange; 





all others listed NYSE. 


been a potential liability, but as pas- 
sage of the bill became more likely, it 
made them look again like the valu- 
able asset they were on the books. In 
the course of little more than three 
months Schenley soared from 21% 
to 38%. 

Liquidation Is Rare. Other laggards 
go on lagging year after year. Theo- 
retically, they could be broken up and 
their assets distributed to stockhold- 
ers at a value well above the market 
price. This rarely happens, however. 
More frequently a corporate outsider 
sees a way to revitalize the company 
through new policies, new personnel 
or perhaps partial liquidation. This 
process has raised many a laggard to 
a price closer to its book value. 

But there are also stocks of this 
kind which, year after year, plod 
along and yet never fail to attract a 
few new bargain-hunting investors 
for their assets. Disappointed selling 
by such investors becomes just one 
more factor depressing the price of 
the stock. 

Still, the loaded laggards will con- 
tinue to intrigue investors. As long 
as there are potential American 
Motors around, the list is probably 
worth combing for potential bargains. 
But cautiously combed. Without a 
change of policy or position or man- 
agement a laggard, no matter how 
loaded, may well go from bad to worse. 





LOADED LAGGARDS 


—Per Common Share—, 
Net W 


Book Cap. efter Recent 
Value Pr. Oblig. Price 


$16.15 $ 8.07 9% 
19.11 9.94 9% 
27.56 12.45 91 
37.34 16.10 15% 


Guantanamo Sugar 
International Packers 
Pacific Amer. Fisheries 
Spencer Kellogg 


Household 

*Gorham Mfg. 
international Silver 
Machinery 

*Amer. Laundry Machine 
Bliss (E.W.) 
Continental Motors 
Gamewell Co. 
Hercules Motors 
Mergenthaler Linot 
Monarch Machine Woot 
Pittsburgh Forgings 
Savage Arms 

Seagrave Corp. 

*Singer Mfg 
United-Greenfield Corp. 
Waukesha Motor 


Metal Fabricators 
Elastic Stop Nut 

Mining 

International Mining 

*Lakey Foundry 

Movies 

Columbia Pictures 
Universal Pictures 

Office Equipment 
Comptometer Corp. 
Underwood Corp. 

— & Heating 
Crane Co. 

Holland Furnace 

*tron Fireman 

McCord Corp. 

Murray Corp. of America 
National-U.S. Radiator 

Radio & TV 

Admiral Corp. 

*Du Mont Laboratories 
Emerson Radio 

Spartonm Corp. 


33.29 23.02 


26% 
48.58 37 


1 Combined shares. 2 Canadian currency. 


~Per Common Share— 
Net Wk 


Book 
Value 


s 
Cap. Stie, Recent 
Pr. Oblig. Price 


Rail 1: ipment 
Alco Products $37. 181% 
Baldwin-Lima-Hamilton 13% 
N. Y. Air Brake 20% 
Pullman inc. : 5712 
*Standard Forgings : 16 


Retail & Mail Order 

Aldens, Inc. 20 
Bond Stores 193% 
*Davega Stores , 42 
*Dejay Stores ; 3% 
Grayson-Robinson Stores . : 9% 
Hart, Schaffner & Marx 305 
Hecht Co. ; 33% 
interstate Dept. Stores 28 
Montgomery Ward ' . 38/2 
Neisner Brothers 12% 
Reliable Stores 14% 
Roper (George D.) Corp. 1514 
Spiegel, Inc. 20% 
Sterchi Bros. 13% 
Rubber 

Lee Rubber & Tire 22 
Seiberling Rubber 15% 


Shoes 
Endicott Johnson 


Textiles 

Belding Heminway 
Collins & Aikman 
Cone Mills 

Industrial Rayon 
*Pepperell Mfg. 
Reeves Brothers, Inc. 
Stevens (J.P.) 
Wyandotte Worsted 


Tobacco 

Bayuk Cigars 
Watches 

Bulova Watch 
Elgin Nat. Watch 
General Time 
Hamilton Watch 
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NATURAL GAS 


TWO-WAY LEVER 


W ith leverage working against 
him, El Paso’s Paul Kayser 
should have been clobbered 
this year. Much to his credit, 
however, he wasn’t. 





“He is rich,” runs the old Hungarian 
saying, “who owes nothing.” That 
prudent proverb would find few sub- 
scribers in the natural gas business, 
where the heavier the debt the heav- 
ier the ultimate profits usually are 
for equity investors. By selling bonds, 
a pipeline company can expand with- 
out taking in more common stock- 
holders. It can pay interest with tax 
dollars, which, so far as stockholders 
are concerned, are only 48c dollars. 
And it can pay off the debt with tax- 
free depreciation and amortization 
money. 

Debt, in short (and preferred stock 
to a lesser degree), gives leverage to 
the common stock. But leverage can 
work both ways: just as it gives a 
double-barreled shove to earnings 
in good times, so it can throw them 
into a tailspin when the economy 
starts to falter. 

Past Master. The tricky ways of le- 
verage are a familiar game to Paul 
Kayser, president of the $1.3-billion 
(gross property) El Paso Natural Gas 
Co.* A past master at the art of le- 
verage, Kayser has boosted El Paso’s 
property account by nearly $1 billion 
in the past five years, paying for only 
$105.5 million of the expenses by 
selling additional common shares. As 
of mid-1958, Kayser had borrowed al- 
most $3 for every $1 in common 
equity, had sold another $98 million 
worth of preferred stock. 

But clearly that left El Paso vul- 
nerable to a recession. Doubly so be- 
cause the 1957-58 recession caught 
Kayser with his $293.2-million Pacific 
Northwest subsidiary still abuilding. 
Its huge new line, running from New 
Mexico to British Columbia with 
important sales points in Washington 
and Oregon, was draining off money 
just at a time when El Paso could 
least afford the drain. Item: largely 
because of bonds sold to finance the 
new division, El Paso’s debt charges 
leapt 29°, to $20 million in 1958’s first 
half, preferred dividends climbed 43% 
to $3.8 million. 

Kayser’s recession troubles, how- 
ever, were worse than that. Oil com- 
panies, loaded down with too much 


*El Paso Natural Gas. Traded NYSE. Cur- 
rent price: 321%. Price range (1958): high, 
35; low, 27. Dividend (1957): $1.30. Indicated 
1958 payout: $1.30. Earnings per share (1957) : 
$1.67. Total assets: $1,418 million. Ticker sym- 
bol: ELG. 
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EL PASO’S KAYSER: 
at a familiar game, a good showing 


crude oil in the western area, slashed 
fuel oil prices, thus taking customers 
away from El Paso’s ordinarily cheap- 
er natural gas. Then nature gave a 
boost to another traditional El Paso 
rival. The electric utilities had the 
benefit of heavy springtime rains 
which gave them more plentiful, and 
hence cheaper, hydroelectric power. 
Add to this the problems which the 
recession would have posed anyway 
and Paul Kayser’s heavily leveraged, 
still-expanding El Paso had more than 
its share of headaches. 

Flying Colors. But natural gas is no 
ordinary business, and El Paso no 
ordinary company. Last month it was 
clear that El Paso was coming through 
the recession with flying colors. Dur- 
ing the first six months of 1958, Kay- 
ser told stockholders, El Paso had 
boosted gross income some 14°,. None 
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LESSON 
IN LEVERAGE 


Leverage can work both ways. So 
far this year it has worked against 
common stockholders of El Paso 
Natural Gas. While the company’s 
gross profits increased by some 18%, 
prior charges for interest and pre- 
ferred dividends soaked up the 
entire increase, leaving common 
holders no better off than the year 
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of that improvement got through to 
common stockholders: higher interest 
charges and operating expenses had 
soaked up the entire increase. El 
Paso’s net for the period added up to 
80c a share, virtually unchanged from 
the 81c of the year before. 

Still, it was a highly creditable 
showing, all things considered. After 
many years of making leverage work 
on his stockholders’ behalf, Paul Kay- 
ser had shown that he could do a good 
job of keeping it from working against 
them during a moderate decline. But 
growth-conscious Paul Kayser felt he 
had to apologize for the halt in El 
Paso’s progress. “This,” said he last 
month, “is an unprecedented combi- 
nation of [unfavorable] circumstances. 
The decrease is only temporary.” 


HOUSING 


THE ASSET 
BUILDER 


Industrialists have said “No 

dividends!” before, but few 

so baldly as National Homes’ 

forthright James Price did 
last month. 


Wuen_ stock market professionals 
meet company presidents, there is 
one invariable question: “What about 
the dividends?” And when the presi- 
dent is James R. Price of National 
Homes Corp.,* which has not made a 
cash payout since 1949, that means: 
“When will dividends be resumed?” 
From most corporate heads, the an- 
swer is apt to boil down to something 
like “After a while, perhaps, but not 
quite yet.” Homebuilder Price, how- 
ever, is made of sterner stuff. Asked 
just this question last month at a gath- 
ering of New York’s Society of Secur- 
ity Analysts, Price shot back: “We 
will have no cash dividends on the 
common stock in my lifetime.” It gave 
the analysts no small jolt. For, at 47, 
Price can expect, according to actu- 
arial tables, to live another 23.65 years 
—a long time to wait for a payout. 
The Semi-Detached View. Builde: 
Price can well afford to take his semi- 
detached view of the dividend ques- 
tion. For, as he is fond of pointing 
out, a company cannot play the 
growth game to the hilt, still freely 
disburse its wherewithal. And growth 
is clearly Price’s game. Starting vir- 
tually from scratch postwar, National 
Homes has U.S.’ 
largest producer of prefabricated 


emerged as the 


*National Homes Corp. Traded over-the 
counter. Current price: 3014. Price range 
(1958): high, 32; low, 16's. Dividend (1957) 
20% stock. Indicated 1958 payout: 30 stock 
Earnings per share (1957): $1.14. Total as- 
sets: $64.8 million 
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houses, with some 43% of the market. 

While building houses, Price has 
just as intently built up assets, and 
the dividend be hanged. Since 1948, 
sales have grown more than ten-fold 
to $47.4 million last year, earnings 
staged a 605% gain to $1.96 million. 
Meanwhile, net stockholders’ equity 
has grown from $1.3 million to $19.3 
million, a phenomenal 1,385% rise. In 
the face of all that—not to speak of 
the 2,360% market gain investors have 
seen on their stock since 1950—Price 
obviously feels dividends are a trifling 
matter. 

After Breakeven. But if Price jolted 
the analysts on the dividend question, 
they were in for another shock of a 
more pleasant sort. For National's 
founder-boss also had some figures to 
display that would make even the 
dullest scholar sit up and take notice. 
In 1958's first half, National had pro- 
duced 8,138 homes vs. 6,968 in last 
year’s first six months. Moreover, 
before the year is out, Price expects 
to have built no less than 24,000 
homes. And next year he will add a 
brand new line of homes: colored 
aluminum “Vikings” to sell from 
$8,750 each. 

But that was just the first term in 
a fascinating equation. National’s 
breakeven point, Price revealed, is 
9,000 homes a year. Beyond that 
point, the company earns $600-per- 
home before taxes. Thus if National 
reaches its 24,000-house goal this 
year, earnings before taxes could 
come to a rich $9 million, or nearly 
twice last year’s $4.8-million pretax 
profit. 

The way things have been going in 
recent months, Price’s goal does not 
seem at all unreasonable. In July, 
National shipped 2,642 houses, bank- 
ing roughly a $1-million profit before 
taxes. In August it repeated that 
showing, with a similar profit. In 
September, Price expected to ship 
another 2,800 houses, and this month 
he hopes to move out over 3,000 
more. 

Something to Spare. Even at that, 
to be sure, National has something 
to spare in capacity. Ideally it can 
turn out 300 homes a day; right now 
it is turning out only 139, and this 
month the rate will rise to only 160 
homes per day. Yet even that is 
enough to give National Homes a 
mighty lift. For the full year, Price 
predicted, National will earn at least 
$1.75 per share (vs. $1.14 last year). 
Moreover, added he, that estimate is 
a conservative one, may well be un- 
derstated as much as 10%. 

With such tidings before them, 
Price could reasonably suppose that 
stockholders have something better 
to think about than possible divi- 
dends. 
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MAKING RUBEROID ASBESTOS FOR HOUSING USES: 
for the corporate house, a firm foundation 


ROOFING & SIDING 


A NEW MASTER 





In Ernest (“Tim”) O'Leary, 

Ruberoid has a new straw- 

boss with a talent for literally 
raising the roof. 


THE HOUSE in Scarsdale, N.Y. that 
E. J. (for Ernest Joseph) O’Leary and 
his family moved into five years ago 
had wooden sidings. O’Leary put up 
with that state of affairs for three 
years, then deteminedly did over the 
walls with “the best asbestos clap- 
board sidings you can get—Ruberoid, 
naturally!” Last month to nobody’s 
surprise, Ruberoid Booster “Tim” 
O’Leary, 50, moved upstairs to presi- 
dent & chief executive officer of the 
company that helped put his house in 
order: Manhattan’s $59.2-million 
Ruberoid Co., a leading maker of as- 
phalt building products. 


RUBEROID’S O’LEARY: 
his optimism is up 


A 32-year-man with Ruberoid,* 
O’Leary succeeds Stanley Woodward, 
71, who stepped into the newly created 
post of vice chairman. But though the 
company’s grand old man, Herbert 
(“Mr. Ruberoid”) Abraham, 75, stays 
on as chairman, no one in the cut & 
shoot building trades industry doubts 
that Tim O’Leary will be bossing 
Ruberoid’s show from here on out. 

Top Builder. Admirably equipped 
for the job, O’Leary has been raising 
the roof at Ruberoid almost from the 
time he started in 1926 as a salesman 
of asbestos roofing. Coming up the 
management lally column through 
sales and manufacturing, O’Leary 
was named general sales manager in 
1950, won a vice presidency a year 
later, was named executive vice 
president in 1955. 

In Ruberoid, O’Leary takes over a 
kind of split level house. Since he 
began  superintending Ruberoid’s 
sales eight years ago, volume has 
risen some $20 million to last year’s 
$81 million (about 60% of it from 
such asphalt products as roofing and 
shingles, the rest largely from asbest2s 
products). But there has been a firm 
ceiling on Ruberoid’s profits. Thus 
the $4.8 million it earned last year, 
while Ruberoid’s best profit showing 
in six years, was still well shy of 
1950’s handsome $5.1-million net, and 
Ruberoid’s 14.5% operating profit 
margin last year was still several 
floors below 1950’s 17%. 

3c Worth of Hope. O’Leary lays most 
of Ruberoid’s profit-building prob- 
lems squarely at the door of the 

*Ruberoid Co. Traded NYSE. Current 
rice: 404%. Price range (1958): high, 40',; 
iow, 304. Dividend (1957): $2.10. Indicated 
1958 payout: $2. Earnings per share (1957): 
$3.25. Total assets: $59.2 million. Ticker sym- 
bol: RBR. 

The company got its name in 1921 from one 


of its first products, an asphalt-coated felt 
with “rubber-like” characteristics. 
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industry’s depressed prices. This year 
in particular Ruberoid expects to feel 
the pinch of low asphalt roofing prices, 
which have dipped 10% to 24%. One 
result, O’Leary points out, is that 
while Ruberoid’s tonnage volume is 
actually up this year, its dollar sales 
are off. But last month there was a 
welcome change. Price boosts rang- 
ing from 10% to 22% went into ef- 
fect throughout the industry. Thus 
O’Leary expects the fourth quarter to 
bring Ruberoid “rather close” to last 
year’s volume. 

Earnest Tim O’Leary, who came by 
his nickname in Philadelphia grade 
school when chums decided that “with 
a name like O’Leary I needed some- 
thing better than Ernest,” hopes to 
raise the roof on Ruberoid’s profits by 
a combination of manufacturing im- 
provements and the hard sell. He is 
the first to admit that, to the untu- 
tored eye, one shingle looks pretty 
much like any other. The difference, 
O’Leary insists, is in performance. 
“Where else,” he says of his shingles, 
“can you buy a finished product that 
will stay on your roof for 15 to 20 
years and yet cost only 3c a pound?” 

One thing Builder O’Leary does not 
have to worry about is a first-rate 
financial foundation to Ruberoid’s 
corporate house. One of the best- 
heeled outfits in the business, 
Ruberoid has long maintained a 
staunchly conservative attitude to- 
ward leverage and diversification. In 
lieu of any senior securities or long- 
term debt, it keeps its assets unusually 
liquid, boasts some $23 million in net 
working capital ($9.3 million of it 
in cash items). Result: a phenomenal 
12 to 1 current ratio. 

Such old-fashioned fiscal virtue is 
not without its critics, who ask why 
Ruberoid does not put its ready cash 
to harder work, perhaps by expand- 
ing. Yet Ruberoid management, in- 
cluding its new boss, eschews any 


diversification “merely for diversifica- 
tion’s sake.” Four years ago when it 
branched out into gypsum with a 
modest mining operation, there was 
talk that Ruberoid was intent on 
building gypsum into one of its major 
lines. Says O’Leary: “It’s been a 
satisfactory whirl—but just a whirl.” 

Even so, O’Leary confides that when 
a good acquisition comes along in 
some allied field “we’re definitely 
going to grab the opportunity.” And 
with the housing industry shrugging 
off the recession these days, Tim 
O’Leary declares: “I’ve got my Irish 
optimism up.” Even the remote pros- 
pect that someone may one day come 
up with a plastic roof leaves him un- 
ruffed. “I keep coming back,” he 
says, “to that 3c a pound.” 


WALL STREET 


THE 
BREAKTHROUGH 


After two years of trying, the 

DJls finally broke through to 

new high ground last month 

—but with some peculiar 
results. 





“Tuat does it,” snorted an old market 
veteran noted for having sat on his 
hands all spring and summer. “You 
just can’t argue with facts.” His eye 
fixed on the ticker tape, he had just 
witnessed a notable fact. After more 
than two years of backing and filling, 
the Dow-Jones Industrial average last 
month had finally burst up through 
its April, 1956 peak to a new high. 

$250-Billion Market. In the process, 
the market also passed a less visible 
milestone. For the first time in his- 
tory, the value of all stocks listed 
on the New York Stock Exchange had 


topped $250 billion. By comparison, at 
the market’s 1929 top the market value 
of all listed issues had reached $89.7 
billion. At the 1937 peak the aggre- 
gate was only $62.6 billion, and even 
in the 1946 bull market combined 
values never exceeded $84 billion. 

In short, on paper, holders of New 
York Stock Exchange listed stocks last 
month owned equities worth 3.4 times 
the entire national budget, the equiv- 
alent of 33 General Motors (in terms 
of total assets), or enough to pay off 
nine-tenths of the U.S.’ entire national 
debt. Converted into dollar bills laid 
end to end, their holdings would just 
about stretch the 25 million miles from 
the Earth to Venus. 

Leaders & Laggards. It all was big 
news, and it got a big play in the press. 
But investors also had good reason 
last month to remember that the DJI 
average is only an average. For oddly 
enough, while the DJIs, taken to- 
gether, were forging to new highs, in- 
dividually they were unfolding quite 
a different story. Actually, only ten 
of the 30 stocks composing the average 
(see chart) themselves stood above 
their old 1956 peaks. One—American 
Can—was just where it had been over 
two years ago. Meanwhile, a surpris- 
ing 19 DJI stocks were lagging slightly 
to well behind the prices they had 
reached when the DJIs were topping 
out at 524.37 in April, 1956. 

Among the laggards were some of 
the biggest names in heavy industry: 
General Motors, Jersey Standard, 
Union Carbide, Allied Chemical. 
Meanwhile, among the gainers most 
of the best showings were being made 
by such consumer goods manufac- 
turers as Corn Products, General 
Foods, Procter & Gamble and Amer- 
ican Tobacco. Representing heavy 
industry, only Eastman Kodak, Good- 
year, U.S. Steel and General Electric 
showed sizable margins of gain over 
their 1956 peak prices. 





The Market 
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HIGHS—-FOR SOME STOCKS 


American Can— Unchanged 








Nineteen Losers 


When the Dow-Jones Industrials finally burst up through their April, 1956 peak at 524.37 last month, 
investors had good reason to remember that this average is only an average. Actually only 10 of 
the 30 stocks composing the DJis stood above their 1956 peaks. The others lagged as much as 
35.9% behind their old highs. 
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OIL 


PURE LUCK 


After taking some _ pretty 

rough knocks, Pure Oil 

started getting the breaks last 
month. 


As A corporation, Chicago’s big Pure 
Oil Co.* has had more than its share 
of bad luck. Its huge deposits of oil 
in Michigan and Illinois started play- 
ing out in the 1940s just as crude be- 
came hard to find—and hence more 
valuable—in the rest of the U.S. And 
it was one of the first companies to 
plunge into the oil-rich Gulf of Mexi- 
co, only to see the delay over the 
state-federal jurisdictional battle give 
competing oil companies the time to 
get the geological know-how needed 
to bid on Gulf acreage. 

Change of Luck. Last month, though, 
Pure’s luck took an abrupt change for 
the better. In Washington, the Federal 
Government set up a new system of 
quotas for companies importing oil 
into the U.S. Under this system, com- 
panies with the largest refining capac- 
ity will be allowed to import the most 
oil. One of the biggest beneficiaries: 
Pure Oil; whose production of 65,825 
barrels of oil a day has been less than 
half the amount needed by its four 
hard-working refineries. 

“It will be,” enthused President 
Robert (“Bill”) Milligan, ‘a very, very 
profitable thing for us.” It would, in- 
deed. If other oil companies do not 
succeed in upsetting the new quotas, 
Milligan will continue to import 5,000 
barrels a day of high-profit foreign 
crude over the last half of 1958. In 
January, his rate jumps to 10,900 bar- 
rels, then increases to 14,800 barrels a 
day. By early 1960, Bill Milligan will 
be importing no less than 18,500 bar- 
rels of oil a day—a startling increase 
of more than 25% in his over-all crude 
production in less than 18 months. 

In the Swim. Nor was Pure going to 
have any trouble getting the crude to 
ship in. At Venezuela’s oil-filled Lake 
Maracaibo, Pure and its drilling part- 
ners (Sohio, Hancock and Signal) 
were only waiting for dock and tank 
facilities to ship their first foreign pro- 
duction northward. Pure had, in effect, 
gotten its new quotas at the very 
time it was best situated to take ad- 
vantage of them. 

It would be, Wall Streeters guessed, 
a very profitable combination for 
Pure, whose earnings dropped 44% 
to $1.24 a share, in the first half. If 


*Pure Oil Company. Traded NYSE. Cur- 
rent price: 3833. Price range (1958): high, 
4035; low, 29. Dividend (1957): $1.60. Indi- 
cated 1958 payout: $1.60. Earnings per share 
(1957): $4.13. Total assets: $522.9 million. 
Ticker symbol: PY. 
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Pure’s reserves are anywhere up to 
Lake Maracaibo standards, its invest- 
ment could cost it as little as 25c per 
barrel of oil (vs. uncovering costs in 
the U.S. of $1.32 a barrel). For only 
another 22.5¢ a barrel, it can ship the 
oil north to the East Coast or to 
Texas for 24c a barrel. “If product 
prices stay firm,” says Milligan cau- 
tiously, “we should start feeling the 
effect in our earnings by January.” 

More to Come. Now that his luck is 
finally changing, Bill Milligan may 
even benefit from a complete reversal 
of position in the oil industry. Tradi- 
tionally, the producer of oil always 
has been in the driver’s seat; now, 
with crude reserves reaching glut 
proportions, the profit pendulum ap- 
pears to be swinging toward the mar- 
keters and refiners, who have outlets 
for the oil. All of which means far 
steadier profits for Pure, with its 182,- 
300 barrel-a-day refining capacity and 
its marketing outlets in 24 states. 


~  » 
PURE OIL’S MILLIGAN: 
luck is running his way 


“Companies in production,” notes Mil- 
ligan, “are scrambling hard to find the 
means to become marketers.” 
Milligan can also count on a profit- 
able stake in natural gas to boost his 
profits. Even valued at an unrealisti- 
cally low price of 3c per thousand 
cubic feet, Milligan’s gas reserves are 
worth at least $16-$17 a share. What’s 
more, this gas is sold under long-term 
escalator contracts, so that even un- 
derground it constantly increases in 
value. “In terms of offshore invest- 
ment,” notes Treasurer Raynor F. 
Sturgis Jr., “we have two of the most 
prolific gas fields in the Gulf of Mex- 
ico that the industry has ever seen.” 
A Search Abroad. Milligan is not 
letting his success in Venezuela and 
the new importance of refining capac- 
ity blind him to the fact that crude 
oil reserves hit at the base of most oil 
profits. With various partners, he is 
looking for still more oil in Paraguay’s 





Chaco, as well as in Bolivia, Colom- 
bia and Guatemala. “If there’s a good 
opportunity in the Eastern Hemi- 
sphere,” says Milligan, “we would go 
there. But in relation to the amount 
of money we are spending in South 
America, it’s a pretty serious step.” 

Even in the U.S., however, Pure is 
far from being short of oil. On a per- 
share basis, Pure’s reserves in the U.S. 
of 475 million barrels (worth per 
share about $55) rank with the largest 
in the industry. The trouble is that 
Pure never has been able to pump this 
oil into its profits column. Reason: the 
state regulation of oil production kept 
it from producing all that it needed. 

Now, though Bill Milligan has Lake 
Maracaibo and the new imports pro- 
gram to fill the gap. Winks he: “It’s 
going to be fairly good.” 


CLOSED-END TRUSTS 


THE 
INDIVIDUALIST 


In a time of increasing con- 
formity, United Corp.’s Bill 
Hickey has his own ideas of 
how an _ investment trust 
should be run. 





In these days, when investment com- 
panies tend to resemble each other in 
their policies and portfolios, The 
Street often tends to overlook one in- 
vestment manager who refuses to fol- 
low the crowd. Such an executive is 
President William M. Hickey, a 
Harvard engineer and onetime SEC 
man who heads the $102-million 
United Corp.,* headquartered in sub- 
urban New Rochelle, N.Y. Far from 
scattering his shareholders’ eggs in 
the usual institutional baskets, Bill 
Hickey stubbornly swears by the 
special situation as the answer to 
United Corp.’s particular problem. 
Problem Portfolio. Bill Hickey can 
well afford to be non-conformist, for 
his problem is fairly unique: how 
best to employ a $50-million tax 
credit which United salvaged from 
the 1929 debacle. The trouble began 
when J.P. Morgan interests started 
United as a public utility holding 
company in early 1929. From a “new- 
era” peak of over $70 a share, United 
common crashed to 2lc a few years 
later. Even at 2lc some cautious 
analysts might well have regarded 
United common as overpriced: as 
recently as 1943, the common was 
more than $15 million under water 


*United Corp. Traded NYSE. Current 
price: 81%. Price range (1958): high, 834; low, 
65,4. Dividend (1957): 35c. Indicated 1958 pay- 
out: 25c. Earnings per share (1957): 4i7c. 
Total assets: $101.8 million. Ticker symbol: U 
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without enough assets to satisfy the 
claims of the large preferred issues 
then outstanding. 

Under the able direction of ex-SEC 
Examiner Bill Hickey, United rebuilt 
its assets, retired its senior issues and 
became a closed-end investment com- 
pany in 1956. But it did not bécome 
an ordinary run-of-the-mill invest- 
ment company. There are two big 
differences between United and such 
famed closed-ends as Tri-Continen- 
tal and Lehman Corp. For one thing, 
President Hickey has kept United 
non-diversified. While United’s port- 
folio boasts dozens of such profes- 
sional favorites as Goodyear, Chrysler 
and Jersey Standard, 20% of its assets 
are spread over a small number of 
special situations. Chief among them: 
a 34% interest in Canadian Interna- 
tional Power Co., a utility operating 
in Venezuela. Another special situa- 
tion demanding active interest: True 
Temper Corp., a 24%-owned garden 
tool and golf club maker. 

Sins of the Fathers. The second dif- 
ference is that United Corp. still 
has the dead but beneficent hand of 
the past upon it. The bad judgments 
of the fathers—the Morgan partners 
who picked United’s public utility 
portfolio at crazy 1929 prices—have 
been visited upon present United 
shareholders with happy results. 
Shareholders benefit when Hickey 
sells high-cost shares of Columbia 
Gas, Niagara Mohawk or Con- 
solidated Edison at a paper loss, then 
offsets losses against current income 
and capital gains. “It will take us a 
good ten years,” revealed Hickey last 
month, “to use up our $50 million in 
tax loss carryforwards.” 

Thus United dividends are not tax- 
able as ordinary income, making 
United shares extremely popular with 
high bracket investors. At most, they 
will have to pay at capital gains rates 
if, and when, they sell their shares. 
“The higher an_ investor’s tax 
bracket,” agrees Hickey, “the more 
attractive our shares are for him.” 

Symbolic Proof. Last month, Bill 
Hickey gave ample proof of his con- 
fidence in the special situation. He 
nominated two additional directors 
for United’s board, to be approved 
by shareholders on October 8. One 
was Canadian businessman Frederick 
Krug, president of Canadian Interna- 
tional Power. “Canadian Inter- 
national,” declared Hickey, “is 
probably a permanent investment for 
us.” Was he disturbed by the threats 
to permanency of recent develop- 
ments in strife-torn Venezuela? “We 
have not only survived ten govern- 
ments, including Gomez, but pros- 
pered,” demurred he. 

Hickey’s other nominee was Vernon 
Taylor of San Antonio, head of Peer- 
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UNITED CORP.’S HICKEY: 


NOMINEE KRUG: 


a rich man’s delight 


less Oil & Gas and reputedly one of 
Texas’ richest Croesuses. In nom- 
inating Taylor, already a director of 
Rexall Drug and Pan American 
Airways as well as a big (105,000 
shares) United holder, Hickey seemed 
to give official recognition to United’s 
status as a rich man’s delight. Though 
he cut his Wall Street teeth under 
Democratic tycoon Joseph P. Ken- 
nedy, and prior to that worked for 
the SEC in early New Deal days, 
Hickey is not particularly a partisan 
of the small stockholder so far as his 
own company is concerned. “We 
prefer fewer small shareholders,” he 
frankly admits, “because it cuts down 
mailing and report expenses.” Small 
holders have indeed obliged him, as 
United’s rolls shrank from 95,000 in 
1941 to a current 37-odd thousand. 

But those who remain obviously 
think well of their holding. By bid- 
ding a current $8.13 for shares whose 
net asset value was $7.24 at the end of 
August, investors were putting a 12% 
premium on their shares, at a time 
when most closed-ends sold at dis- 
counts ranging to 40%. For those 
among them who count the tax-free 
dividend well worth the premium, 
Bill Hickey had reassuring news last 
month. “Our tax-sheltered invest- 
ment income this year,” he revealed, 
“will be around 23c, very close to the 
24c we cleared in 1957.” 


r———HICKEY’S HOARD 


As an investor, United Corp. cur- 
rently leans heavily toward defen- 
sive utilities. Here are its ten top 
holdings: 
(millions) 

Niagara Mohawk $14.9 
Columbia Gas 12.2 
Consolidated Edison 10.8 
Public Service E. & G. 7.1 
West Penn Electric 45 
Youngstown S. & T. 1.6 
Jersey Standard 1.5 
Goodyear 1.3 
Philadelphia Elec. 09 
Texas Co. 0.7 











FINANCE 


SEARS AT 
THE WELL 


The timing might have been 
better, but with 347 firms 
underwriting its monster 
bond issue, Sears, Roebuck’s 
first financing in 38 years 
went over with a bang. 


THe bond market last month was 
about as soft as a three-minute egg. 
But that didn’t stop hard-boiled 
Sears, Roebuck* from scrambling to 
market with the largest underwritten 
debt financing by an industrial com- 
pany in USS. history. 

In its first essay into long-term 
debt financing in 38 years, the mam- 
moth mail order house put on sale 
$350 million in sinking fund deben- 
tures (due August 1, 1983) with a 
434% coupon (non-callable in the 
first five years). To merchandise the 
bonds, Sears called upon an army of 
347 investment banking firms (led by 
Goldman, Sachs & Co., Halsey, Stu- 
art & Co., Lehman Brothers)—or al- 
most one underwriter for every $1 
million in debentures. From the pro- 
spective receipts, Sears planned to slip 
$50 million in new capital to its 
wholly owned Allstate Insurance Co., 
use the rest as working capital and 
for such needs as buying back from 
banks a considerable number of the 
Sears installment sales contracts it 
had previously sold them. 

The Big But. Yet almost up to the 
last minute, Sears men on down from 
Chairman Fowler McConnell (who 
took over the mail order house reins 
from retiring Theodore Houser only 
last May) had reason to be worried 


*Sears, Roebuck & Co. Traded NYSE. Cur- 
rent price: 3314. Price range (1958): high 
3414; low, 25. Dividend (1957) : $1.10. Indicated 
1958 payout: $1.10. Earnings per share (1957) 
$2.15. Total assets: $1.6 billion. Ticker sym- 
bol: S 





be al 
BUFFING BODIES ON A CANADIAN FORD METAL FINISH LINE: 


lest the depressed bond market put a 
damper on the success of their bond 
sale. There was even talk that Sears 
might have to put off the sale alto- 
gether. After all, sideliners’ reason- 
ing went, Sears would have to put up 
a yield of at least 454% on its bonds— 
a stiff price and considerably more 
than the 4.40% coupon carried less 
than a week before by Standard Oil 
of California’s $150-million deben- 
tures. But when the syndicate man- 
agers confidently predicted an “en- 
tirely favorable” reception, Sears gave 
the go-ahead at the 4%4% yield. 

Sure enough, next day Sears’ bonds 
went faster than its ubiquitous cata- 
logs. To such a degree did bond buy- 
ers fall all over themselves to snap 
up Sears’ debentures that dealers in 
U.S. Government securities bitterly 
complained that Sears had sucked all 
the cash out of their market. And 
just one day after Sears’ sale, the 
South Carolina Electric and Gas Co., 
which had hoped to send a $10-million 
bond issue to market, had to decide 
to call the whole thing off. Appar- 
ently, in bonds as in batteries and 
bathtubs, nobody but nobody could 
expect to outsell Sears. 


SEARS’ McCONNELL: 
his worries were groundless 
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a dent in Detroit’s pride 


AUTOS 


CANADA’S OWN 


Auto sales may be slow on 

both sides of the border, but 

Ford of Canada can show its 

U.S. big brother a trick or 
two. 


THERE was a Ford in Canada’s future 
as far back as pre-Model T 1904. 
That year Inventor Henry Ford had 
barely begun tinkering with his 
horseless carriage when a group of 
farsighted Windsor businessmen con- 
vinced him that a Canadian company 
—the first to bear his name outside 
the U.S.—could make the Model T 
an international vehicle. Since that 
first uncertain year, when 17 em- 
ployees in a small wagon works over- 
looking the Detroit River turned out 
117 Fords, Ford of Canada* has 
grown with Thunderbird speed. Last 
year its 14,431 employees produced 
142,368 Ford cars, trucks and tractors. 

Native Son. Though second in size 
to GM’s auto operations in the Do- 
minion, Canadian Ford is still the 
only auto company in Canada that is 
not a branch of an American or Brit- 
ish company. And though 27.5% of 
its combined Class A non-voting and 
Class B voting stock is held by its 
U.S. parent, Ford of Canada trades on 
both the Toronto and American ex- 
changes, publishes its own annual re- 
port and takes its autonomy seriously. 

In addition to manufacturing regu- 
lation Ford vehicles and _ shipping 
them throughout Canada and the 
British Commonwealth (but not Brit- 
ain itself), Canadian Ford satisfies 
Canadian pride by turning out its own 
version of the U.S. Ford, the Meteor, 
and next month will bring back the 


*Ford Motor Compan Ltd. 
Traded American S.E. Current price: 9834. 
Price range (1958): high, 10014; low, 68. Divi- 
dend (1957): $5. Indicated 1958 Pe $5. 
Earnings per share (1957): $10.53. Total as- 
sets: $196 million. Ticker symbol: FMC. 


of Canada, 


Monarch Mark II, a modified Mer- 
cury, which it has produced every 
year but one since 1946 (in deference 
to the introduction of Edsel, none 
were produced last year). 

Salesman Sale. With President R.M. 
(for Rhys Manley) Sale, 61, at the 
wheel since 1950, Ford of Canada’s 
sales have more than tripled from 
$101.7 million at war’s end to $339.8 
million in 1957; at the same time its 
earnings have bounced back from a 
1946 deficit of $240,000 to a crisp $17.5 
million last year. What’s more, while 
Ford of Canada is only a small fry 
compared with its U.S. big brother 
($196-million total assets vs. Big 
Ford’s $3.1 billion), it gives nothing 
away in moneymaking moxie, last 
year racked up a net profit margin of 
5.1% vs. parent Ford’s 4.9%. 

Last month Automaker Sale read- 
ily conceded that in 1958’s soft car 
market Ford of Canada’s sales would 
probably trail 1957 by some 5.5%. 
But sure to make a dent in Detroit’s 
pride was that, despite the drop in 
sales, Sale expects Ford of Canada’s 
profits to at least equal, and probably 
exceed, last year’s $10.53 a _ share. 
Reasons: constant single-shift pro- 
duction in place of now-double shift, 
now-layoff schedules; a richer prod- 
uct mix. 

Ford of Canada’s Sale, who has 
watched many a Ford go by since he 
first joined the company as a cashier’s 
clerk in 1915, expects that with 30.1% 
of the Canadian auto market (down 
from 30.8% a year ago), Canadian 
Ford will grow along with Canada’s 
awakening economy. He bridles at 
those who insist dreamily that 25 
years from now the passenger car 
will have given way to something 
newer, perhaps helicopters. “I do 
not believe any such thing,” snaps 
Sale. “[The auto will always be] as 
essential to modern living as a bed, 
a stove or a pair of shoes.” 


: ~ x 
FORD OF CANADA’S SALE: 
his mix was richer 
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OFFICE MACHINES 


COSTLY MERGER 


Smith-Corona last month had 
a distinctly new look, but 
Wall Streeters were wonder- 
ing if this augured new 
profits as well. 





In 1956, an abortive proxy fight shook 
Syracuse, New York’s sleepy type- 
writer-making Smith-Corona, Inc. 
wide awake, brought Lehman Broth- 
ers’ partner Frank Manheim to Smith- 
Corona’s board, gave it new manage- 
ment blood and a new product line 
after a merger with Kleinschmidt 
Laboratories, Inc., maker of printed 
communications equipment. 

When the smoke cleared, Founder 
Smith’s son, Elwyn L. Smith, was still 
nominal chief executive, but Wall 
Streeters guessed that One William 
Street now had a lot to say. Certain- 
ly, Smith-Corona was showing signs 
of new life. To further broaden the 
product line, Lehman Brothers next 
engineered a merger (effective June 
30 last) with California’s Marchant 
Calculator. 

For Marchant, however, Smith- 
Corona had been forced to bid high. 
Smallish ($25-million sales) Mar- 
chant contributed one third of the 
assets of the merged company, walked 
off with nearly half of its equity. 
Statistically, Marchant may have 
made the better deal, but Smith- 
Corona was counting on the height- 
ened earning power of the merged 
company to offset the loss. 

Disproportionate Effect. When its 
1958 annual report (for the year end- 
ing June 30) emerged last month, the 
new company, bearing the mouth- 
filling title of Smith-Corona Mar- 
chant,* looked less prosperous than 
the old company had been. Indeed, 
ever since 1956 Smith-Corona had 
fared better alone than it would have 
with Marchant under its corporate 
wing (see chart). 

In fiscal 1958, for instance, Mar- 
chant’s 8.2% sales decline had offset 
Smith-Corona’s 9.4% gain for a net 
S-CM gain of only 3.7% (to $87.1 mil- 
lion). Marchant’s 70.3% decline in 
profit had put the combined firms 
36% behind last year, even though 
Smith-Corona alone was down only 
14%. 

S-CM’s Boss Elwyn L. Smith, how- 
ever, pleaded bad luck, not bad mer- 
ger terms. Smith-Corona’s own port- 
able typewriters and Kleinschmidt 


*Smith-Corona Marchant, Inc. Traded 
NYSE. Current price: 2034. Price range 
(1958) : high, 213g; low, 153g. Dividend (fiscal 
1958) : 9714c. Indicated 19593 payout: $1. Earn- 
ing per share (1958): $1.38. Total assets: 
$76.7 million. Ticker symbol: SCT. 
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Earnings per Share 
STIFF PRICE 


By merging with Marchant last 
June, Smith-Corona took on heft in 
data-processing potential, but it 
paid a stiff price. For as the pro 
forma figures show, the deal has 
worked to dilute earnings below 
what they would have been had 
Smith-Corona continued to go it 
alone. 
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teleprinters had been booming in fis- 
cal 1958, he said, but its office ma- 
chine business, like Marchant’s, had 
withered on the recessionary vine. 
“The sharp drop in our sales of busi- 
ness machines,” Smith explained, “had 
a disproportionate effect on earnings.” 
Marchant’s profits furthermore had 
been depressed by a $218,446 loss on 
the liquidation of its data-processing 
unit. Net result: S-CM earned 78c 
a share less than the $2.16 a share 
Smith-Corona would have earned on 
its own. 

New Paths? President Smith, Chair- 
man Edward Litchfield and their 
Lehman backers maintain, however, 
that the price paid for Marchant was 
not too high. Reason: Marchant’s 
future prospects. Smith hinted that 
S-CM may soon follow its competitors 
down the path of data-processing that 
Marchant had earlier abandoned. 
“The consolidation,” he said, “opens 
up many new opportunities for 
growth—in the fields of printed com- 


S-CM’S SMITH: 
back to data-processing? 


munications and data _ processing, 
fields in which extensive research 
projects are underway.” 

That, of course, is for the future. 
As for the current fiscal year, Smith 
reported an upturn in his present 
lines. Though portable sales are 
currently sticky, Smith expects them 
to loosen up in the industry’s nor- 
mally booming fourth quarter, and, to 
clinch his advantage, he has cut his 
electric portable prices to within 
competitive reach of the higher priced 
machines. As for office machines, the 
slump appears to be near its end. 
Calculator sales are mounting stead- 
ily, while business typewriter sales 
have built up impressively. “A 
marked upturn in volume,” Smith 
said, “became evident in April, and 
it was sustained into the new year.” 
What is more, S-CM’s teleprinter di- 
vision’s backlog was already equal to 
nearly two years’ production at cur- 
rent level. 

Thus encouraged, the company is 
working to strengthen its position in 
its present lines. Acquired: British 
Typewriters, Germany's Hamann Cal- 
culator, pipelines into the industry’s 
fast-growing international market. 
But withal, Wall Street agrees, the 
company still has a long way to go. 


UTILITIES 


TO PAY AND 
PAY NOT 


Commonwealth Edison has 

worked out an ingenious new 

system for eating its cake and 
having it too. 


LIKE most other fast-expanding utili- 
ties in the postwar years, Chicago’s 
Commonwealth Edison* has often had 
to worry where its next hundred mil- 
lion dollars was coming from. Gone 
were the days when it could borrow 
all it needed at an interest 
as little as 2%4%; recently it has had 
to pay a stiff 3%% for its long- 
term loans. As for the two alterna- 
tives to borrowing, neither has been 
particularly attractive. One—the sale 
of more common stock—dilutes stock- 
holders’ equity in future earnings 
The other—the relentless plowing back 
of earnings—deprives stockholders of 
the dividends which are dear to the 
heart of every utility investor and so 
tends to make it harder to sell new 
common shares at a good price 


cost of 


NYSE 
high, 


*Commonwealth Edison. Traded 
Current price: 5312. Price range (1958) 
561%; low, 4154. Dividend (1957) : $2. Indicated 
1958 payout: $2 plus 2% stock. Earnings per 
share (1957): $2.85. Total assets: $1.9 billion 
Ticker symbol: CWE. 
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Last month, Commonwealth Edison 
Chairman Willis Gale thought he had 
a simple answer to the complicated 
problem. It involved nothing more 
than some pieces of paper. But, rea- 
soned Gale, the pieces of paper would 
make stockholders happy, render 
Commonwealth Edison stock more 
salable and help solve his apparently 
unending money-raising problems for 
some time to come. 

100% Payment. What Gale proposed 
was that the company should hence- 
forth pay out all of its earnings to 
stockholders (recently it has been 
paying out just 73%). But the differ- 
ence between the current $2 cash rate 
and total net earnings would be paid 
in stock. This means, Gale announced, 
that Edison would throw in a 2% 
stock dividend, worth roughly $1 a 
share, along with its $2 a share regu- 
lar dividend. 

Stock dividends, of course, are hard- 
ly new. But generally they have been 
used as a sweetener for a low cash 
payout or as a substitute for none 
at all. In Commonwealth Edison’s 
case, Gale proposes no cut in the cur- 
rent rate, but he expects to capitalize 
the plowed-back profits and pay them 
out in the form of common stock. 
“The new policy,” says he, “will make 
Edison’s stock more attractive and 
enable us to reinvest in the business 
a higher percentage of earnings than 
we would retain under our past divi- 
dend policy.” 

To make his new dividend policy 
even more interesting for his 145,000 
stockholders, Gale proposes giving 
them an alternative to taking the 
extra dividend in stock. They may, if 
they prefer, take it in cash. In that 
case, Commonwealth Edison will sell 
the shares on the open market to get 
the cash. 

Mixed Blessing. Actually, of course, 
the new policy will not end the equity 
dilution that has bothered so many 
utility analysts. It will simply sub- 
stitute slow but steady dilution for 
the occasional large issues of new 
common stock. If the present 2% 
stock dividend rate is maintained, 
Edison’s common equity will be di- 
luted another 24° from stock divi- 
dends alone over the next ten years. 
That, of course, means that Edison’s 
total earnings will have to expand 
24% just to keep per share earnings 
steady. Those stockholders who hold 
on to their stock dividends will be 
spared the dilution—but then they 
will' not have the extra income to 
spend. 

So, to the economist and the statis- 
tician, Gale’s new dividend policy 
simply involves the shuffling about of 
pieces of paper. Gale admits as much. 
“Theoretically,” he concedes, “over a 
period of years, our stockholders, 
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the vital word was “theoretical” 


everything considered, should fare 
about the same under the new plan 
as they would if we were to continue 
our past all-cash policy.” 

But Gale emphasizes here the word 
theoretical. The fact remains that 
economists and statisticians do not 
set stock prices or dictate investors’ 
fancies. 

Theory aside, there was no doubt 
last month that Gale’s new policy is a 
popular one. With an extra $1 a share 
in stock (or cash) at recent prices in 
prospect, few stockholders were like- 
ly to quarrel with a 6% yield on a 
stock of Edison’s quality. Said Gale: 
“We believe the new plan to be better 
adapted [than the more conventional 
dividend policy] to the varying cir- 
cumstances of our different stock- 
holders.” Wall Street enthusiastically 
agreed. On the news, Edison’s com- 
mon shot up 3° points to an all-time 
high of 54 and then continued to 
move up. 


COM EDISON NUCLEAR SPHERE: 
from stock dividends, more power 


TEXTILES 


MAN OF 
DISTINCTION 


Little Reliance Manufactur- 

ing had a distinction last 

month it would have gladly 
foregone. 


Ext SALVADOR-BORN Elias A. Safie is a 
Manhattan textileman with a pen- 
chant for colorfully confused met- 
aphor. “The slump,” complains he, 
“hit us right in the neck.” However 
mixed Safie’s metaphor might be, it 
was unhappily apt. For years Safie’s 
little Reliance Manufacturing Co.* 
has been one of the more dependably 
profitable exceptions to a general de- 
pression in textiles and apparel. Its 
Big Yank work clothes, sportswear 
and pajama lines have continued to 
return a modest but consistent profit, 
and the company had ‘not missed a 
dividend since the war. After Safie 
won control in 1955, the company 
was also able to count on substantial 
profits from the liquidation of St. 
Louis’ Rice-Stix, a century-old dry 
goods company which Reliance con- 
trolled. 

But, as Safie said, the slump hit Re- 
liance in the neck. For the first half 
of 1958 the company lost $275,000 
where it had earned a profit of 
$636,000 the year before. Sales had 
slumped 23° to $19.6 million. The 
quarterly dividend, after being cut 
from 50c to 25c, went out the window 
completely. Sighed Safie: “The cus- 
tomers were holding back.” Added 
he, hopefully: “September, at least, 
has been good and October and Nov- 
ember look as though they may be 
the best months of the year.” Elias 
Safie insists there never was anything 
wrong with Reliance except the fact 
that its retailing customers were cut- 
ting their inventories. “Like nearly 
all business people,” says he, “we've 
been suffering from hand-to-mouth 
buying.” 

The stock market, however, was 
not listening. It proceeded to hit Re- 
liance even harder than the slump 
had. On September 15, the day the 
Dow-Jones Industrials first pierced 
their 1956 all-time highs, Reliance was 
enjoying an unenviable distinction 
of its own: its dividend and reputa- 
tion for consistent profitability both 
gone, it was the only Big Board com- 
mon stock to set a new low that day. 
It sank to 17%, a sad comedown 
from its 1957 high of 30. 


*Reliance Manufacturing Co. Traded 
NYSE. Current price: 17. Price range (1958) 
high, 22; low, 17. Dividend (1957): $2. Indi- 
cated 1958 payout: 75c. Earnings per share 
(1957): $2.44. Total assets: $26.2 million 
Ticker symbol: RMC. 
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APPLIANCES 


CHILL SUMMER 


Inventory chaos and_ the 
weather have put the deep 
freeze on another air-condi- 
tioning outfit—O.A. Sutton. 





No ONE could say that the manage- 
ment of O.A. Sutton was anything 
less than frank in making its first 
major public stock offering four years 
ago. As a maker of electric fans 
and air conditioners, Sutton man- 
agement thought it was on to some- 
thing pretty hot. But it was utterly 
candid about the risks. “The com- 
pany’s business,” warned the pros- 
pectus, “is such that it is adversely 
affected by any continuing period of 
subnormal temperature during the 
spring and summer months. [This] 
uncertainty . . . makes it impossible to 
predict future earnings.” 

At first, Sutton did well enough. 
On $38-million sales in 1954, it earned 
a tidy $1.5 million. But the next year 
air conditioners were a glut on the 
market, and so was Sutton’s stock. 
Immediate result: suspension of Sut- 
ton’s newborn common _ dividend. 
By 1957 Sutton was $1.7 million in the 
red, and its stock had lost more than 
85°% of its offering value. 

In the face of all this, Sutton’s 
President Harold F. Hildreth re- 
mained strangely optimistic. In 1957, 
he had whittled down his back- 
breaking inventory burden by $5.4 
million to a more manageable $7.6 
million. And by the end of May he 
could report a modest $35,792 profit 
on 43% lower sales in the first half 
of Sutton’s fiscal year. 

Chilly August. But a slim spring- 
time profit is the least of an air 
conditioner’s fortunes; the bulk of 
profits—or losses—come with the 
swallows, and summer was neither 
long nor hot. So fast did Sutton’s 
inventories build up that it failed to 
meet maturities on its $7 million in 
loans, teetered on the edge of bank- 
ruptcy. But Hildreth persuaded his 
creditors to wait, closed down his two 
Wichita plants, desperately offered 
his inventories to dealers at “at- 
tractive” (i.e., distress) cash prices, 
attempted to liquidate some $5.5 mil- 
lion in receivables. With the proceeds 
he hoped to clear off Sutton’s debts, 
still have a nut of working capital 
with which to continue operations. 

Into Oblivion? Some competitors 
have already written Sutton off as 
done for. But Hildreth himself insists 
that will not be so. Said he last 
month: “We expect to remain in 
business after we have placed our- 
selves in a more liquid state.” 
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GAMBLE-SKOGMO’S GAMBLE: 
more from less 


DEPARTMENT 


DAVID AND 
THE GOLIATH 


STORES 





Ambitious retailer that he is, 

Bert Gamble thinks selling 

cars through retail stores is 
worth another try. 


“THREE strikes and you're out,” base- 
ball-derived phrase though it is, has 
taken on a life of its own. Whether 
from mere superstition or from ac- 
tual experience, many an ordinarily 
persistent American will call an enter- 
prise quits after the third unsuccessful 
try. Not so ambitious Bertin Clyde 
Gamble, 60, board chairman and 
president of the $64-million (assets) 
midwestern hard goods chain Gam- 
ble-Skogmo, Inc.* Last month with the 
plain evidence before him of at least 
three earlier strikeouts—one of them 
his own—to market an automobile 
through retail stores,+ Gamble was go- 
ing to bat again. This time, Gamble 
had picked an imported German auto, 
the four-cylinder Goliath made by 
Borgword-Werk of Bremen, to sell 
here for from $2,000 to $2,600 

If Gamble’s gamble comes off and 
the Goliath proves popular he will 
be in a position to exploit it with a 
dealer chain unmatched outside the 
sales apparatus of the Detroit Big 
Three. As much to his advantage will 
be the prestige of scoring a hit where 
some top merchants have struck out. 

Filling in the Chinks. Such off-beat 
merchandising has long been an ear- 
*Gamble-Skogmo. Traded NYSE. Current 
price: 157,. Price range (1958): high, 16; low, 
834. Dividend (1957): 60c. Indicated 1958 
ayout: 60c. Earnings per share (1957): $1.49 


‘otal assets: $64.3 million. Ticker symbol 
GSK 


*Macy’s from 1947 to 1950 sold a small 
Crosley car. At about the same time Gamble- 
Skogmo was marketing the same car through 
stores in North Dakota. From 1951 to 1953 
Sears, Roebuck sold a small Kaiser-built car, 


the Allstate 


mark of Bert Gamble’s shopkeeping. 
Gamble-Skogmo has been able to 
grow only in the chinks left open by — 
the nation’s giant chains. He has 
carefully avoided direct competition 
by locating outlets in towns of less 
than 20,000 people and by specializ- 
ing in hard goods (such as appliances) 
and auto parts. Specialization and 
hard work made it possible for Gamble 
to lift his gross to a peak of $152 mil- 
lion in 1948, when he had 536 com- 
pany-owned stores and 1,773 author- 
ized dealers. 

But in 1949, Gamble’s operating 
profit dipped to less than lc on the 
sales dollar and it was obvious that, 
for all Bert Gamble’s trying, Gamble- 
Skogmo had won size without strength 
Reorganization was clearly in orde: 
Gamble sold off uneconomic manufac- 
turing operations, introduced lines of 
sporting goods and home furnishings 
and developed a system of 
selling. 

Most important of all, 
1955 gracefully withdrew from an 
unprofitable competitive struggle with 
Western Auto Supply by selling to 
his rival an entire western region con- 
taining 146 company stores and ove1 
398 authorized dealers. The effect on 
Gamble’s sales was drastic. From $120 
million in 1954 they plunged 13°; to 
$104 million in 1955. But Gamble did 
not look too closely at the 
column. Instead he looked at the net 
which, on the reduced sales, rose 30°, 
to $3.3 million. 

The Lost Province. When on a furthe: 
slight drop in sales, Gamble’s net in 
1956 rose again to $4.1 million and 
held at $4 million last year on sales 
of $109 million, he felt that he was on 
the right track. “Gamble-Skogmo,” 
boasts he, “is today a substantially 
changed enterprise.” 

Then, last August Gamble 
notice that not all the changes in- 
volved shrinking the company. With 
working capital at a strong $31 million 

more than he needed for his shrunk- 


catalog 


Gamble in 


sales 


sel ved 


and long-term debt 
a mere $7 million, he had little trouble 
finding $25 million to pick up some 
1,256,000 Western Auto 
Supply. Thereby he not only re- 
covered his lost auto supply stores but 
42% 350- 
store chain which grossed $217 million 
a year. Far from sacrificing size for 
profitability, Gamble now had both 

Non Sequitur? Where will Gamble’s 
Goliath fit into this setup? “We sell 
auto parts successfully,” Bert 
Gamble. “Why not this 
sounds like a bit of a non sequitur it 
worries Gamble not at all. “In this 
business,” adds he, “you’ve got to be 
different. You have to offer something 
new.” 
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$350,000,000 


Sears, Roebuck and Co. 


434% Sinking Fund Debentures due August 1, 1983 





Price 100% 


(and accrued interest from September 1, 1958) 





Upon request, a copy of a Prospectus describing these securities and the 
business of the Company may be obtained within any State from any 
Underwriter who may regularly distribute it within such State. The 
offering is made only by means of the Prospectus and this announcement 
is neither an offer to sell nor a solicitation of any offer to buy securities. 


Goldman, Sachs & Co. Halsey, Stuart & Co. Inc. Lehman Brothers 
The First Boston Corporation Kuhn, Loeb & Co. 
A. G. Becker & Co. Blyth & Co., Inc. Eastman Dillon, Union Securities & Co. Glore, Forgan & Co. 


Incorporated 


Harriman Ripley &Co. Kidder, Peabody & Co. Lazard Fréres & Co. Merrill Lynch, Pierce, Fenner & Smith 
Smith, Barney & Co. Stone & Webster Securities Corporation White, Weld & Co. Wood, Gundy & Co., Inc. 
American Securities Corporation A.C. Allyn and Company Bear, Stearns & Co. William Blair & Company 
Clark, Dodge & Co. Dominick & Dominick Drexel &Co. Hallgarten & Co. | Hemphill, Noyes & Co. 
Hornblower & Weeks W. E. Hutton & Co. Ladenburg, Thalmann & Co. Lee Higginson Corporation 
Carl M. Loeb, Rhoades & Co. F. S. Moseley & Co. Paine, Webber, Jackson & Curtis 
Reynolds & Co. Salomon Bros. & Hutzler Wertheim & Co. Dean Witter & Co. 


September 10, 1958. 
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The FORBES index 


Solid line is computed weekly and monthly, gives equal weight to -+— t | } | a 
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1. How much are we producing? (FRE prod igdex) 
. How many people are working? (BLS non-agricultural employ- 
ment) 
. How intensively ore we working? (BLS average weekly hours 
in manufacture) 
. Are people spending or saving? (FRB department store sales) 
. How much money is circulating? (FRB bank debits, 141 key 
centers) 
Factors 4 and 5 are adjusted for value of the dollar (1947-49 
= 100), factors 1, 4 and 5 for seasonal variation. 
Plotted line is a preliminary weekly figure and may not necessarily 
agree with the revised monthly total. Dot indicates an 8-day estimate 


based on tentative figures for five components, all of which are subject 
to later revision. * 
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*Final figures for the five components 


August Sept. 


(1947-49 = 100) 


Oct. Nov. Dec. April May June July August 
(prelim) 
134.0 137.0 
115.3 115.5 
98.2 98.7 
131.2 138 
153.6 148 


126.5 127 


Production 145.0 
120.7 
100.3 

o 825.7 
155.3 


. 129.4 


144.0 
120.4 
100.3 
119.2 
144.7 
125.7 


141.0 
120.0 

99.0 
111.8 
150.7 
124.5 


139.0 
119.4 

98.5 
117.5 
148.2 
124.5 


136.0 
120.1 
98.7 
122.1 
137.1 
122.8 


126.0 
115.6 

96.0 
120.8 
141.7 
120.0 


128.0 
114.2 

96.7 
123.7 
145.1 
121.5 


131.0 
115.2 

98.2 
125.6 
142.9 
122.4 


Employment 
Hours 
Sales ' 
Bank Debits 
INDEX 





of a new cellophane plant; 2) there's 
much more to American Viscose than 
textile rayon; witness the fact that its 
tire yarn and cellophane plants are 
understood to be operating almost at 
capacity 

Perhaps equally important, the 
foregoing earnings estimate excludes 
the company’s equity in Chemstrand 
(jointly owned with Monsanto Chem- 
ical) which this year might be about 
$1.60 per compared 


THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


Is the Millennium Here? 


THe fact that the Dow Industrial In 
Average now has exceeded its 1956- American Viscose, 
57 high does not mean that every day around 30, appears 
will be New Year’s Day for every to be a very in- 
security buyer. Speculation is not a_ teresting commit- 
business of playing “Follow The ment in an industry 
Leader” and it is as pointless today, 


this connection, 


share as with 


as it has been for years, to base an 
individual issue commitment on a 
projected average-wise pattern. In 
our dynamic economy there are con- 
stant beneath-the-surface changes 
which are bound to be reflected in 
divergent price patterns within the 
1,088 common stocks listed on the 
New York Stock Exchange. Thus the 
acid test is still a compelling indi- 
vidual story—not the Averages. 

For example, the best speculative 
opportunities often can be found in 
the stories of important companies 
that have turned a special corner. 
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whose cycle differs 
from that of the 
general economy, and whose tide now 
has turned. Specifically, although the 
company was “in the red” in the 
second quarter, its second-half earn- 
ings probably will be ahead of the 
like year-earlier period and full year 
earnings could be in the area of 75c 
per share. This isn’t much, and it 
compares with $1.65 per share in 
1957. But the important considera- 
tions are two-fold: 1) 1958 earnings 
will be after heavy non-recurring ex- 
penses due to the closing of unprofita- 
ble facilities and the break-in 


costs 


$1.97 per share in 1957. This equity 
is so large that American 
price must be related to the consoli- 
dated earnings rather than parent 
company On this basis, it is 
note that American 
combined earnings in 1958 
might be close to $2.50 per share as 
compared with $3.73 
1957. Furthermore, all the 
suggest that 1959 will be a much 
better year—both for the parent com- 
pany and its subsidiaries 

Among the growth Chas 
Pfizer seems a very promising situa- 
tion around 78. For one thing, 1958 


Viscose’s 


results. 
interesting to 
Viscose’s 


per share in 


signs 


stocks, 


29 








THE TEN MOST ACTIVE STOCKS ON 
THE NEW YORK STOCK EXCHANGE 


How often have you wondered if it was safe to jump in and buy when stocks such as POLAROID, 
REXALL, LORILLARD, AMERICAN MOTORS are being traded in thousands of shares at the top of 
the most active list? We believe that we can now answer this vital question. 

After years of research we offer “THE TOP TEN”. an analysis of the ten most active stocks of the 
week listed on the N.Y.S.E. This analysis is keyed to timing- volume—price range, and volatility. 
To the best of our knowledge this is an important “first” in stock analysis. 

The investor who insists on being fully informed will find many answers to the problem of 
establishing positions in many go situations as they come to the fore. 


— CAPITAL GAINS — 


To achieve capital gains is a primary objective for investors in all tax brackets. To help attain 
this goo! we would like to have you read our book “TRADING BLUE CHIPS FOR CAPITAL GAINS.” 
We will send you a copy and 3 weeks of our complete advisory service including the new ‘TOP 
TEN ANALYSIS” for only $1.00 (or $1.25 airmail) 


MARKET RESEARCH ASSOCIATES 
108 South Los Robles, Pasadena, California 

















NATIONAL 
INVESTORS 


—__ 
A 
Ne CORPORATION 
a = The Growth Stock Mutual Fund 
Dividen 


BROAD STREET 4 

INVESTING A gat Sa 
CORPORATION 

A Diversified Mutual Fund 


20 CENTS A SHARE 


Payable September 30, 1958 
Record Date September 9, 1958 


66 Broadway, New York 6, N. Y. 


115° 


Consecutive 
ey 


oe 


consecutive dividend 


6 cents a share, payable Septem- 
ber 30, 1958 to shareholders of 
record September 10, 1958 


65 Broadway, New York 6, N, Y, 











Si // ] ] 
next Selling Point : 

In the various market tops of the past two years the “Odd Lot” Indexes 
have been of much help in detecting the top areas—when prudent investors 
who do not like to carry stocks down should have been selling. Actually, the 
Odd Lot Indexes have seldom missed a top area during the ten years the 


Studies have been published. The sensitive Studies are quick to reveal in- 
ternal factors which mean a reversal in trend—either way. 


It is always the intention of Drew Investment Associates to faithfully re- 
port the danger signals—which normally precede an important decline— 
and say, in so many words, when prudence dictates the selling side. The 
Drew Reports should be especially valuable in this phase of the stock 
market (to indicate further advance or an impending top). 


You may receive the Reports for the next 30-60 days at less than half their 
regular cost. If at the end of the trial you feel they have not contributed, 
payment will be refunded. The 3 latest Reports will be included without 
charge. They pull no punches on the immediate situation, near term and long 
range prospects. 


[_] 4 weeks-$5 VIA AIR MAIL [_] 9 weeks-$8 


Name Send 3 latest re- 
ports air mail, and 
Drew Studies for 
period indicated. 
F-35 


Street 


City itis 


DREW INVESTMENT ASSOCIATES 


30 


53 STATE STREET 
BOSTON, MASS. 





| than double 





| and 
| under 
| ment 

| Merchant Marine Act. 2) While about 





earnings might reach $4.75 per share 
as compared with $4.22 in 1957, even 
though this year’s earnings will be 
penalized by higher research expendi- 
tures and last year’s earnings had 
the benefit of inflated demand due to 
the Asian Flu epidemic. Secondly, 
the prospective 10% gain in 1958 sales 
represents an across-the-board im- 
provement rather than an especially 
great demand for only one or two 
spectacular products. In a sense, the 
sales gain serves to illustrate the fact 
that the company’s basic earning 
power probably has moved to a new 
and higher plateau. Thirdly, Pfizer’s 
foreign business is growing rapidly 
and in time could reach a point where 
it is almost equal to domestic volume 
of recent years. Above all, the fact 
remains that Pfizer is an established 
factor in all four of the major break- 
through areas—antibiotics, steroids, 
tranquilizers and vaccines. Incidental- 


| ly, the 1959 earnings potential ap- 
| pears to be better than $5 per share. 


Newport News Shipbuilding & Dry 
Dock Company is not a “growth 


| stock” in the popular meaning of that 
| term. But it is, nevertheless, a most 
| attractive speculation around 44, for 
| there are a number of factors which 
| should lead to a better market ap- 


praisal for the company’s present 
position and outlook. All can be 
summarized with one generalization: 
the shipbuilding industry—heretofore 
known as a “feast or famine” business 
—should have more “feast” and con- 
siderably more stability over the next 
five years. Newport News’ earnings, 
which this year should be in the $4 
per share area, could reach the $5-$6 
per share level in the next few years. 
The current order backlog is more 
this year’s estimated 
shipments. 

In particular, there are four distinct 
“pluses”: 1) In effect, the Govern- 
ment now guarantees the principal 
interest of shipbuilding loans 
the $3-billion ship-replace- 
program authorized by the 


two thirds of the program to replace 
our Merchant Marine Fleet has been 
agreed to by the shipping industry, 
only a few of the contracts have 
actually been placed. The program is 
specifically designed to distribute 
business over the next decade. 3) 
Newport News is the leading factor 
in the atomic ship propulsion field, 
witness the fact that it, last year, 
received a contract to build a nu- 
clear-powered aircraft carrier and 
submarine. Additional submarine 
contracts are likely. 4) Equally sig- 
nificant, substantially all of the 
low-profit margin contracts will be 
completed by the end of 1958. 

At times, labels are deceptive, par- 
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ticularly if the price isn’t “right” 
and/or the timing is premature. All 
of which brings to mind Wall Street’s 
loss of enthusiasm for RCA now 
around 38. The promise in RCA is 
not this year’s $2 per share earnings 
potential, or the fact that the TV in- 
dustry has learned to live in a re- 
placement set market. Rather, few 
major companies possess as much in- 
ternal earnings leverage as is evi- 
denced by the fact that a 1% increase 
in pre-tax profit margins could add 
about 80c per share to pre-tax profits. 
This is probably within the realm of 
possibilities next year—which is when 
the stock could come into prominence 
again. There are various reasons why 
profit margins may be better, not the 
least of which is a cost-conscious new 
president. Furthermore, color TV, 
which has cost RCA untold sums in 
recent years, some day will be a real 
“plus,” for it obviously will make 
black-and-white obsolete. RCA is a 
stock for the sophisticated speculator, 
one who is in a position to build up an 
interest over a period of time. It is 
not a holding for the impatient. 

All this is not meant to deprecate 
the necessity for keeping a careful 
watch on the generalizations. To- 
day, speculative psychology is being 
buoyed by four considerations: 

e There is a continuous and grow- 
ing institutional demand for securities 
from sources interested not in this 
year’s earnings estimates, but next 
year’s potentials. The advertising 
value of the Bell System’s announce- 
ment that it is buying common stocks 
for the first time in history cannot be 
underestimated. 

e Signs of a swelling business re- 
covery are obvious for all to see. 
Theoretically, the 1956 production 
high might be duplicated next spring. 
This brings to mind the summer ob- 
servation that the only surprise fac- 
tors in the business upturn would be 
one which is better than, or less than, 
expected. 

e American industry has demon- 
strated a truly remarkable ability to 
cut costs. Witness the fact that one 
major steel company could double its 
prospective 1958 earnings in 1959, 
even if the operating rate only aver- 
ages 75%. Furthermore, it’s interest- 
ing to note that profits increased 
much more swiftly than activity dur- 
ing the two prior postwar business 
recoveries. 

e Lastly, there is the unknown ele- 
ment to which stock prices have been 
influenced by their specialized psy- 
chological inflation. Many trust fund 
managers privately report that clients 
have been increasing the common 
stock portion of their portfolios, and 


(CONTINUED ON PAGE 41) 
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Special 


Offer 


THE BOOM IN 
DRUG STOCKS 


HAT of the drug stocks now? They were star performers in the 1957-58 recession 

While business in general was faltering, drug company sales and earnings forged 
ahead to new highs. Stock prices climbed even faster—a representative group of drug 
issues has advanced nearly 80°, since the first of this year 


Do the drug stocks boast further exciting growth potential, even at their present 
levels? Or is there some price that is too much to pay, even for a growth stock? 
Clearly, after the price rise that has already taken place in these issues, it is a time to 
re-examine holdings in this group. And clearly also, it is a time when the objective 
measurements of value which you will find on/y in The Value Line Investment Sut 
vey can be of most help. The Value Line Ratings of Intrinsic Value will show you 
which five stocks in this group have the best prospects for the coming year; the Value 
Line projections of Appreciation Potentiality to an hypothesized 1961-63 economic 
environment will show you which four stocks are the most promising for capital 
appreciation over a 3 to 5 year period. 


The current edition of the Value Line Survey also contains timely investment 
advice on 34 Chemical and 6 Tire stocks. The issues most likely to pace the chemical 
industry in its emergence from the business recession are carefully and objectively 
selected. You may find this 80-page issue, a copy of which will be sent to you at no 
extra cost under the special offer described below, a considerable aid to your invest 
ment planning for the year ahead. 


A SPECIAL $5 INTRODUCTORY OFFER* 


Under this special offer, you would receive at no extra cost the following 
valuable investment aids to guide you to safer and more profitable investing 
1. COMPLETE SUMMARY OF ADVICES on 850 stocks to enable you to 

check all your stocks at once. 

2. INVESTMENT PROGRAM FOR LIFETIME SECURITY-—a special 
Value Line study including 60 stocks selected for capital gain, income 
and safety. 

3. Also AT NO EXTRA CHARGE, the 80-page current edition of Value 
Line Ratings & Reports on the important Chemical, Drug and Tire 
industries, with analyses of 58 leading stocks including Abbott, Allied 
Chemical, American Cyanamid, American Home Products, Bristol 
Myers, Dow Chemical, DuPont, Gillette, Goodyear, Hercules Powder 
Merck, Minnesota Min. & Mfg., Monsanto, Parke, Davis and 44 others 

4. IN ADDITION, you will receive at one-half the pro-rata fee, the next 
4 weekly editions of the Value Line Survey (approx. 80 pages per 
edition) with Ratincs & Reports on over 270 leading stocks a new 
SPECIAL SITUATION recommendation a SUPERVISED ACCOUNT REPORT 

. 2 FORTNIGHTLY COMMENTARIES WEEKLY SUPPLEMENTS and 4 
SUMMARY-INDFXES 

5. PLUS, at no extra charge, Special Report on 100 Best Stocks to Buy 

or Hold Now. 


(Annual Subscription $120) *New subscribe 


To take advantage of this Special Offer, fill out and mail coupon below. 


N ame 


* “6 1{ddress . 


City. — : Zone 
Send $5 to Dept. FB-114 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 


VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 








WANT 
MORE 
SPENDABLE 


INCOME ? 


Read what Rensselaer’s LIFE INCOME PLANS 
do for you. Founded by the nation’s 
oldest engineering college: 


Assure income for life (for you, your wife, 
or both) 

Provide choice of tax-exempt or inflation- 
protected plans 

Eliminate capital gains taxes 

Reduce your income tax considerably 
Lower estate and inheritance taxes 
Increase your spendable income 

Create a memoriai at Rensselaer in your 
name 

Protect your principal by the same sound 
financial supervision given to Rensselaer’s 
$27,000,000 endowment fund. 


T 
a Sey, 


SSE Lay, 


A 


hy asses 


ott) 


Write tod Sor helpful booklet 
“Life Income Plans” 
Rensselaer Development Council 
RENSSELAER POLYTECHNIC INSTITUTE 
Troy, N.Y. 


ae = SP OR MN irises ee ey 


(This advertisement contributed by friends of Rensselaer) 


“4 STOCK INVESTMENT 
& DIVIDEND RECORD 
« « « 15¢ each (Minimum $3) 


Gives you permanent record of your stock 
purchases, dividends rec'd, gain/loss on sales. 
(Ideal for tax records.) Also entries of cur- 
rent earn’gs, P/E ratio, estim. price ranges, 
year's hi & lo, current quotations 
page, 84%4"x11", punched. Each form good for 
5-year period on each stock 


TRIAL OFFER: Send this ad with check, 


name, address. Money back if not satisfied 
THE PROSPER COMPANY, Dept. F-3 
170 Broadway, New York 38, N. Y. 
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DIVIDEND NOTICE 


The Board of Directors has declared 
a regular quarterly dividend of 25¢ 
per share on the common stock of 
this Company, payable 
September 30, 1958, to 
stockholders of record at 
the close of business Sep- 
tember 15, 1958. 

R. L. To.vett, 

President 
Big Spring, Texas 





INVESTMENT POINTERS 


Tus is written at a time of crisis in 
the Far East. Of course, I do not 
know the final outcome, but readers 
must bear in mind at all times that, 
should World War No. III occur, a 
new look at the investment outlook 





| stock 
| price of the new stock on a $2 divi- 


| same as 36 years ago. 
| holder cannot cope with the deprecia- 
| tion in the value of money, with the 


All on one 


would be necessary. 
American Telephone & Telegraph 


| stock has been unusually strong re- 


cently. This has naturally created ru- 
mors or hopes that the dividend might 
be increased and the stock split. Should 


| this be done, I believe the already 


large number of stockholders (1,600,- 
000) would greatly increase. If the 
were split, say 5-for-1, the 


dend would probably be in the low 
40s, where many people could then 
afford to buy it. 

In 1922, when the present $9 divi- 
dend was established the average 
hourly rate of Bell Telephone em- 
ployes was a certain wage. Today, it 
is a multiple of that. Yet the stock- 
holder today receives only $9, the 
The stock- 


increased loss of purchasing power. 
Yet, he has made the Bell system pos- 


| sible and provided generous pensions 
| for the employes in addition. If it is 


all right for the electric companies to 
increase dividends, it should be proper 
for the telephone company to do so. 
If an investor wanted a _ preferred 
stock or bond, he certainly would not 
buy AT&T. Yet by limiting the divi- 
dend to $9, the company is uninten- 
tionally creating the impression that 
the stock is in the class of a pre- 
ferred stock or bond. AT&T is a won- 
derful company—one of the very best 





Issues 


Consolidated Edison 
Consolidated Nat. Gas 
Deiaware Power & Light 
El Paso Electric 

New England Tel. & Tel. 


New England Power 
New York Telephone 
Northern States Power 
Orange & Rockland Ut. 
Pacific Power & Light 





Pub. Service Elec. & Gas 
Puget Sound Power & Lt. 
So. Calif. Edison 

Southern Nat. Gas 
Virginia Elec. & Power 
Washington Water Power 





SOME GOOD QUALITY BONDS 


by JOSEPH D. GOODMAN 


Stocks—and Bonds—for Now 


in the world— 
providing won- 
derful service 
at inexpensive 
rates. I favor the 
stock, regard- 
less of whether 
it is split. 

Commonwealth Edison supplies 
electricity to the Chicago area. For 
the last six years, average earnings 
amounted to $2.59 a share, with last 
year’s earnings equal to $2.85. It is 
expected that earnings this year will 
exceed $3 a share. The company re- 
cently stated that it is considering 
distributing its full earnings to share- 
holders in cash and stock dividends. 
The chairman informed stockholders 
the company planned to continue the 
cash quarterly dividend of 50c a share 
and to issue shares of stock as a 
supplementary annual dividend. These 
shares would be approximately the 
difference between the cash dividends 
on the common stock and the com- 
pany earnings for the year. (A 2% 
stock dividend was recently declared.) 
In view of the long-term growth out- 
look for this company, the new divi- 
dend policy should logically result in 
higher prices for the stock, which is 
now 55. 

Pennsylvania Power & Light sup- 
plies electricity in eastern Pennsyl- 
vania. At its present price of 48, the 
stock yields 5% on its $2.40 dividend, 
which has been paid for the last five 
years. I think this company has ex- 
cellent long-term prospects, and there 
is a chance that in the next year, the 
dividend might be increased to $2.50. 

Philadelphia Electric supplies elec- 
tricity and gas in Philadelphia and 


. 





Recent Price 
Asked 


Offering 
Price Bid 


102.655 
101.142 
102.422 93 94% 
102.575 97% 9834 
102.87 94 95 


93% 
100" 


94's 
10034 


102.655 94 95 
102.343 98 
100. 94 95 
102.5 96\4 
101.416 94\2 


102.046 99 
101.47 91 
101.113 101% 
100. 942 
100.977 92" 
100.416 99 








FORBES, OCTOBER 1, 1958 





vicinity. It is a first-class utility com- | 


pany, and has excellent prospects. 
Earnings last year amounted to $2.60 
a share, with around $2.70 estimated 
for this year. Such earnings, along 
with a good outlook, might result in 
a dividend increase from the current 
$2 rate, to about $2.20 by the end of 
next year. At its present price of 
425g, the stock is a high-class electric 
utility investment. 

National Acme makes automatic 
machinery, threading tools, electrical 
items and screw machine products. 
The capital structure is simple, 
amounting to but 500,000 shares. At 
the close of last year, current assets 
amounted to $26,300,000, and current 
liabilities, $2,200,000. The resulting net 
working capital, $24,100,000, amounted 
to almost $50 a share (of which about 
$24 a share was in cash items), com- 
pared with the present price of the 
stock, $57. Between 1952 and 1957, 
earnings averaged $6.62 a share. Last 
year, earnings amounted to $5.80, 
and will no doubt be substantially 
lower this year. The dividend pay- 
ment in 1957 amounted to $4.50 a 
share, but the current rate is $2 
a share. In 1956, the stock reached a 
high of 82, and declined to 40% last 
year. I think during 1959 the com- 
pany’s business will show substan- 
tial improvement, and the = stock 
might prove an excellent speculation 
around its present price and on set- 
backs. 

Continental Baking is a stock which 
I have recommended several times in 


recent years. It is the largest bread | 
baking organization in the U.S. and | 
one of the largest commercial bakers 
in the nation. Its products are sold | 


under the trade names “Wonder 


Bread,” “Hostess Cake,” and others. | 


In 1955, the company acquired Stew- 


arts Inc., potato chip, mayonnaise and | 


snack item manufacturer, and Mor- 
ton Frozen Foods, maker of frozen 


meat pies and fruit pies. Gross sales | 


last year amounted to $307.8 million; 
current assets $39 million, compared 
with current liabilities of $16 million. 
Earnings were $4.62 a share. The 
dividend was recently increased from 
$2 to a $2.20 annual basis. At its cur- 
rent price of around 40, the stock 
yields over 5%, and looks like a good 
investment. 

As investors are well aware, a 
severe decline has recently occurred 
in the bond market. I give on the 
previous page the offering price and 
current quotations for a number of 
recent bond issues of good quality. 


This might be useful to readers who 
are interested in the bond market. | 


Of course, I cannot forecast when 
the bond market will turn for the 
better, but it always does, sooner or 
later. 
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WHAT'S THE ANSWER? 


Two? Ten? Twenty-four? One guess is as good as another until 
you know whether to add, subtract or multiply. 

And it’s the same with investing. Facts and figures are meaning- 
less until you know what to do with them. 

That’s why Harris, Upham stresses total research. It means 
going far beyond a company’s balance sheet and past perform- 
ance record. It means making frequent trips into the field to 
keep in touch with changes and developments in industry. 
It means keeping a constant eye on your objectives, too—to 
make sure the securities we recommend are well in line. And 
thanks to Harris, Upham’s nation-wide communications net- 
work, you get this custom-tailored information fast. 

Such research-z oriented to your special situation —involves a lot 
more work than the routine kind. But it’s far 
more likely to produce the results you want. olPHay 
Why not put total research to work for you? A f 
letter or call to any Harris, Upham office will 
bring you full details, and a free copy of the b 
first edition of our 16-page research report, Mess eS* 
“Science and Securities.” 


HARRIS, UPHAM & C2 


Members New York Stock Exchange 
and other leading security and commodity exchanges 


120 Broadway, New York 5, N. Y. 
35 OFFICES FROM COAST TO COAST 
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$500 to $104,000 


The story of one common stock Warrant, and how it happened. 

The above profit was made by a $500 investment in one common stock 
Warrant. Such profits were made not only by an investment in ome Warrant, 
(the R.K.O. common stock Warrant, whose story we shall shortly tell) but also 
in the Warrants of Atlas Corp., Tri-Continental, Richfield Oil, Merritt-Chap- 
man & Scott, United Corp. and a good number of others. Im all of the above 
$500 investments during the past years, each grew from $30,000 to $100,000. 
In the past year, indeed in the past months, new Warrants have again shown 
large gains and we should like to ask three questions: 

1. Do you know what common stock warrants are? 

2. Do you know why common stock warrants are issued? 

3. Do you know how to keep abreast of opportunities in common stock 
warrants—when to buy warrants and when to sell warrants? 

If you cannot affirmatively answer these three questions, we believe you 


will find it greatly to your profit to read: 








THE SPECULATIVE MERITS OF 
COMMON STOCK WARRANTS 


by Sidney Fried 








Before we go any further, we should like 
to make several points clear. The historical 
examples of profits in R.K.O. Warrants and 
Hoffman Radio Warrants which we shall 
shortly describe are obviously rare, and did 
not result from a reading of our publication. 
Further, the demonstrably large profits at- 
tained with many common stock warrants are 
balanced on the other side by equally demon- 
strable examples of losses. (Example: a 
$50,000 investment in Colorado Fuel & Iron 
Warrants in 1948 was worth about $1,000 
just two years later.) What is immediately ap- 
parent, precisely in the above statistics, is the 
truly great /everage inherent in common stock 
warrants, both up avd down, and our entire 
study, “The Speculative Merits of Common 
Stock Warrants,” is aimed at enlarging the 
knowledge of investors about this particular 
type of security so that potential benefits may 
be enjoyed and potential pitfalls avoided. 

THE SPECULATIVE MERITS OF COM- 
MON STOCK WARRANTS was first is- 
sued in 1949. Since that time, the book has 
been brought up-to-date three times, and 
favorable comment has multiplied. Unso- 
licited by the publishers, orders for the 
book have come in from heads of our 
largest corporations and some of the best 
financial minds in the country, Jargely 
through recommendation by original read- 
ers. Among its readers have been banks, 
insurance companies, and many of the 
largest investment firms. J. K. Lasser, the 
best-known tax expert in the country, has 
called this book “brilliant.” The author of 
this work, Sidney Fried, has had a career 
including professional trader for investment 
firms, market analyst and financial writer 
for a well-known member firm of the N. Y. 
Stock Exchange, and is now recognized to 
be one of the most respected specialists in 
warrants and low-price stocks. 

THE SPECULATIVE MERITS OF COM- 
MON STOCK WARRANTS is a sober, well- 
grounded book which we believe can be in- 
valuable to you, as an investor interested in 
allocating a portion of your funds for capi- 
tal growth. Let us give you some idea of 
what is contained in the pages of this book 
by partial answers to our original questions: 
1. What are common stock warrants? 

2. Why are they issued? 
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To give a brief definition, common stock 
warrants are certificates issued by the cor- 
poration itself, just as bonds, preferred stock 
and common stock are issued, giving the 
warrant holder the right to exchange the 
warrants for common stock issued by the 
company itself, at a stated price, within a 
stated period of time, or with no time limit 
at all, some warrants being perpetual. 


The Alleghany Corp. Warrant 


A recent example: Alleghany Corp. war- 
rants came into being in October 1952, are 
now listed on the American Stock Exchange, 
and give one the perpetual right to buy 
Alleghany common at $3.75 per share. How 
did this warrant come to be issued? A par- 
tial eee for Alleghany Corp. was 
proposed in 1952 by which holders of 514% 
preferred stock with back dividend accumu- 
lations of $116 per share were offered in ex- 
change a new Alleghany Corp. bond plus 
warrants. Each $100 par share of the old 
544% preferred stock was to receive $100 
par value of the new bond plus 20 warrants 
giving the perpetual right to buy 20 shares 
of Alleghany Corp. common at $3.75 per 
share. The warrants were offered as an in- 
ducement to the old preferred stockholders 
to exchaage their claim to accumulated back 
dividends for a perpetual claim to Alleghany 
common stock—a claim which would be- 
come much more valuable should Alleghany 
common rise in market price. Preferred stock- 
holders holding 100,000 shares of preferred 
stock accepted this plan and thus, 2,000,000 
new Alleghany perpetual warrants were cre- 
ated and are now trading on the American 
Stock Exchange. 

Demonstrating how important it is to 
watch common stock warrants, these new 
Alleghany warrants began trading initially 
around 75c when Alleghany Corp. common 
was selling at $3 on the N. Y. Stock Ex- 
change. When Alleghany common advanced 
from $3 to $11, up 266%, the warrants 
(being the perpetual right to buy common 
at $3.75) went from 75c to 7% on the 
American Stock Exchange. The warrants 
had advanced 950%, 31 times as fast as 
the common. That is how one common stock 
warrant came into existence, and it is a 
fact that most warrants come about through 





reorganizations or issuance of new bonds or 
preferred stock to which common stock war- 
rants are attached and, after issuance, traded 
separately. Common stock warrants possess, 
inherently, such a high potential, that they 
should always be foremost in the mind of 
an investor interested in capital apprecia- 
tion. To see why, here is the story of the 
long-term warrant which produced our 
heading—$500 to $104,000 in 4 years—the 
R.K.O. common stock warrant. 


The R.K.O. Warrant 


In 1940 the Radio-Keith Orpheum Co. 
(R.K.O.) reorganized after some years of bad 
fortune. The old common stockholders seem- 
ed to fare badly. For each old share they re- 
ceived only 1/6th share new common stock 
plus one warrant, good to buy one share of 
new common stock from the company at $15 
per share. In 1942 R.K.O. common was sell- 
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ing at a low of 214 and with general pessi- 
mism rife, the chance of R.K.O. common ever 
selling above $15, at which point the war- 
rants would begin to have some actual value, 
seemed slim. R.K.O. warrants were, therefore, 
selling on the N. Y. Curb Exchange at only 
1/16 or 6\4c per warrant. How the picture 
changed in 4 years! As can be seen from the 
chart, R.K.O. common stock advanced to a 
high of 28% on the N. Y. Stock Exchange. 
Now, the right to buy R.K.O. common at 
$15 per share from the company when it is 
selling at $28 per share on the open market, 
must be worth $13, and the warrants did 
sell exactly at $13 on the N. Y. Curb Ex- 
change. That is the story of the R.K.O. 
warrant——-$500 invested in these warrants’ in 
1942 was worth $104,000 four years later. 

Why is the common stock warrant so 
uniquely a potent vehicle for capital appre- 
ciation? The answer is given in a simple 
mathematical fact. 

Between 1942 and 1946 R.K.O. 
stock went from $2.50 to $28: 
Therefore, a $500 investment appreciated to 
$5,600. 

Between 1942 and 1946 
went from 6\4c to $13. 
Therefore, a $500 investment appreciated to 
$104,000. 

The warrant had appreciated 20 times as 
fast as the common stock! 

As is evident now, the common stock war- 
rant is a low-priced call on the future of a 
company, and at times even on the future of 
an industry. Such an opportunity arose in past 
years with a great new industry of limitless 
potential—television. The rapid growth ew- 
joyed by some small companies, as distin- 


common 
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in 4 years... 


guished percentagewise from the giants such 
as R.C.A., General Electric and Westinghouse, 
is illustrated by the leaping sales of Hoffman 
Radio, a West Coast producer of television, 
radio and special electronic apparatus. Those 
sales went from only $29,764 in 1941 to 
$5,112,889 in 1948 and soared to $29,580,510 
in 1950. 
The Hoffman Radio Warrant 


The results were to be anticipated. The 
common stock which sold at a low of around 
144 in 1948 was showing earnings of about 
$7 per share two years later and was selling 
near the 30 mark. There were common stock 
warrants outstanding in the Hoffman Radio 
capitalization giving the right to buy com- 
mon at $4 per share. In 1948 the best bid in- 
dicated by the records for these warrants was 
5c per warrant. Within two years the war- 
rants were $25 bid. Based on these prices a 
$200 investment in Hoffman Radio warrants 
was worth $100,000 two years later. The same 
$200 invested in the common stock would 
have appreciated only to $4,800. Again the 
warrant had appreciated more than 20 times 
as fast as the common. 

To widen the picture even more, the years 
1952-1958 saw a remarkable trend develop 
towards issuance of long-term warrants with 
the result that former opportunities in war- 
rants have multiplied to the extent that they 
can no longer be ignored by any investor in- 
terested in capital appreciation. Below is a 
list of some of the warrants now outstanding, 
many actively trading today, many more of 
which will be actively trading in the months 
to come, and all of which can greatly reward 
your interest. 


A Partial Current List of Common Stock 





Urgent Memo: 


PLEASE NOTE as you read the dramatic story told here, that new profit opportunities in warrants 
Gre opening up every day. Major companies have been issuing warrants in past months whose 
profit potentials have merited close attention. Example: General Tire & Rubber Warrants moved 


quickly from 4 in September 1956 to 39 in July of 1957 for an 875% gain in 10 months. Since 
that time, warrants have been issued for Mack Trucks, Kerr-McGee Oil Industries, Molybdenum 
Corp. of America, Sperry Rand, and Symington Wayne, to name some. 








As a vehicle for large gains on a small investment, warrants are outstanding as this ‘$500 to 
$104,000" story demonstrates, and we cannot emphasize too strongly that these large profits 
can be kept by the speculative investor as capital gains. But you must select with care. To avoid 
missing current opportunities, send for your copy of THE SPECULATIVE MERITS OF COMMON 








STOCK WARRANTS, by Sidney Fried, today. This study gives the full story of the common stock 
warrant, what they are, when to buy warrants, and when to sell warrants. Included is a current 
list of 125 warrants you should know about in the coming months. 








Fruehauf Trailer of Can.Pacific Petroleums 


Great Northern Gas 
Gunnar Mines 


Industrial Acceptance 


Inland Natural Gas 
Kilembe Copper 
Loblaw Cos. 
Lorado Uranium 


Marshall W ells of Can. 


North Canadian Oils 
North Star Oil 

Northspan Uranium 
Ontario Jockey Club 


Pronto Uranium 


Rio Tinto Mining 
Salada-Shirrift-Hor. 
Spartan Air Services 
Stanleigh Uranium 
Superior Propane 
Traders Finance 
Ventures Ltd. 

W ebb & Knapp of Can. 
West Can. Oil & Gas 
Western Decalta 
George Weston Ltd. 


Forbes Magazine, the highly-respected fi- 
nancial periodical, said of THE SPECULA- 
TIVE MERITS OF COMMON STOCK WAR- 


RANTS, by Sidney Fried, that “ 


. it throws 





W arrants 


ACF-Wrigley Stores 
Alleghany Corp. 
Armour & Co. 
Associated Artists 
Associated Oil & Gas 
Atlas Corp. 
Baird-Atomic, Inc. 
Belock Instrument 
Black, Sivalls 

Brew ster-Bartle 

J. Ll. Case 

Coastal States Gas 
Colonial Sand & Stone 
Colorado Oil & Gas 
Crampton Mfg. Co. 
Crowell-Collier 
Danly Machine 
Dunham-Bush, Inc. 
Falcon Seaboard 
Fibreboard Paper 
General Acceptance 
General Tire& Rubber 
Genung’s, Inc. 
Glen-Gery Shale Brick 
Gulf Sulphur 

Haile Mines 

Invest. Co. of Amer. 
Jerrold Electronics 
Kawecki Chemical 
Kerr-McGee Oil 

E. J. Korvette, Inc. 
Lunn Laminates 
Lynch Carrier Systems 
Mack Trucks 
McLean Industries 
Molybdenum Corp. 
National Alfalfa 
National Telefilm 
Nortex Oil & Gas 
North Amer. Royalties 


Ocean Drilling & Expl. 
Orradio Industries 
Pac. Cement & Agegreg. 
Pittsburgh Brewing 
Producing Properties 
Pyramid Electric 
Reading & Bates 
Raytheon Mfg. Co. 

I. Rokeach & Sons 
Servo Corp. * 
Sheraton Corp. 
Sidney Blumenthal 
Silex Co. 

So. Georgia Nat. Gas 
Sperry Rand Corp. 
Standard-Thomson 
State Loan & Finance 
Stubnitz Greene 
Symington Wayne 
Toklan Oil 

Trav-ler Radio Corp. 
Tri-Continental 

U. S. & International 
Van Norman Co. 
Victor Products 
Westmoreland Coal 


Canadian Warrants 





Algom Uranium 
Bicroft Uranium 
Can-Met Explorations 
Canada Oil Lands 
Can. Southern Oils 
Can. Brit. Aluminum 
Canadian Husky Oil 
Canadian Oil Cos. 
Consolidated Denison 
Cree Oil of Canada 
Falconbridge Nickel 


Faraday Uranium 
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a bright searchlight on a side of investment 
not known, or understood by the average in- 
vestor,” and went on to call the study “ 
the definitive work on this fascinating aspect 
of finance.” 

Common stock warrants have such rewards 
for those who understand them that many 
Wall Street professionals and average invest- 
ors alike have praised THE SPECULATIVE 
MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, as vitally important 
to anyone interested in capital appreciation. 
Proving of real value to all who have given it 
careful reading, this study tells the entire story 
of the common stock warrant—what they are 
—why they are issued—when they may be prof- 
itably bought and sold—the dangers to watch 
for—the opportunities to seek. It has opened 
the door to a field of such potential that an 
investor ignores it only to his own detriment. 

In the list given here, and in the many 
additional warrants now coming on the scene, 
there will be many future opportunities. So 
far we have only suggested what is contained 
in the pages of THE SPECULATIVE MER- 
ITS OF COMMON STOCK WARRANTS. 
It is our Opinion that no investor in- 
terested in capital appreciation can 
ignore the potential of the common 


RHM ASSOCIATES, 
220 Fifth Avenue, 

New York 1, N. Y. 

Dept. F-116 


NAME 
STREET 
CITY 
STATE 


Attached is $2. Please send 
me “The Speculative Merits 
of Common Stock War- 
rants,” by Sidney Fried, to- 
gether with Supplement. 


stock warrant, and many share our opinion 
that this book is the best possible first step to 
wards taking advantage of this potential. 

The cost of the latest expanded edition is 
only $2. Use the coupon today, and receive 
your copy of this book which, in addition to 
presenting the complete picture of the com- 
mon stock warrant, contains a full descrip- 
tion of all outstanding warrants and describes 
a method by which you can take advantage 
of current opportunities in warrants in to- 
day’s market. 

Careful reading of this book today, will 
help you take advantage of the many war- 
rant opportunities which will almost certain 
ly develop tomorrow. THE SPECULATIVE 
MERITS OF COMMON STOCK WAR 
RANTS by Sidney Fried, deserves to be read 
by every investor. 

Now on sale at your local bookstore 
or mail coupon belou 


Only $2.00 
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2 FAVORED 
LIFE STOCKS 


WITH GROWTH RATES 
UP TO 421,% A YEAR 


Life insurance stocks offer you, we 
believe, excellent potentials for capital 


. gains in an industry that has established 


a record for rapid, steady growth In 
the last 10 years, every $100 in Aetna 
Life has grown to $837; $100 in Franklin 
Life has grown to $1881; and in Lincoln 
Life to $1431. Now our Editors recom- 





MARKET COMMENT 


Operating In An Inflated Stock Market 


Tuis is an uncomfortable time for the 
analyst. The stock market is not 
talking his language. Prices in many 
cases are being determined by emo- 
tion, vogue and fancy rather than by 
facts, figures and precedent. 

The simple fact is, whether you like 
it or not, that the stock market is 
inflated, and that it still is being in- 
flated. The flow of funds still is to- 
ward equities, not away from them. 
Stocks are popular, more popular 
than any other type of investment. 
The public is not asking whether it 
should buy stocks, but what stocks 
it should buy. 

I visualize a further increase in 
margin requiremezts, probably to 
100%; but I don’t think that will hurt 
too much, since most of the buying in 
stocks is for cash rather than on 
credit. I recognize that any market 
as high as this, and as speculative as 
this, will feel surprise chills from time 
to time; but I think these chills are 
likely to pass off without doing too 
much damage to the broad upward 
trend. There is momentum to this 
thing to give it further duration. 

The qualms we older men suffer 
about the current level of prices are 
not shared by this generation of in- 
vestors. We have cried “Wolf!” too 
often, and the public now assumes 
that the wolf is an extinct animal. It 

reasoned that the old idea of a 10- 
times-earnings standard of evalua- 
tion, if it ever was any good, now is 
obsolete: that there is no logical rea- 


by L. O. HOOPER 


son why bonds 
(always to be 
paid off in money 
worth less than 
the money bor- 
rowed) should not 
yield more than 
stocks; that the 
recent rate of economic growth can 
go on forever and at ever-increasing 
rates; that stocks are getting so 
scarce (due to institutional accumu- 
lation) that there won’t be enough to 
go around; and that inflation is sure 
to go on indefinitely without hurting 
profit margins. All these theories, in 
one form or another, have become 
general in previous great bull mar- 
kets; but they are not “old stuff’ to 
most of the younger people who have 
made money continuously during the 
past 15 years. For the time being at 
least, we are dealing with a trend it 
is unprofitable to buck and (thus far) 
profitable to ride. 

Nor is there anything visible on the 
horizon to stop the trend! You just 
can’t debate with one of these great 
vogues, nor can you time its duration. 
What you can do, it seems to me, is to 
realize the nature of the whole thing— 
and recognize the risks. That’s what 
I am trying to do in this column. 
Suggest new stocks, perhaps, but 
warn readers that they are only com- 
paratively cheap, not essentially 
cheap on the basis of traditional ideas 





‘of equity values. 


When the time comes to sell, there 
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will not be market enough to permit 
most late buyers to escape with 
profits. When the vogue changes 
(and some day it is sure to change), 
the market is going to be just as thin 
on the downside as it now is thin on 


the upside. So much for the facts | 
of life! 
American Viscose (31%) is un- 


derstood to have experienced an im- 
provement in business recently. This 
year’s earnings, including the equity 
in the earnings of the 50% owned 
Chemstrand, might be close to $2.25 
a share. Without any earnings from 
Chemstrand, as recently as 1955 Vis- 
cose earned $4.66 a share. The stock 
sold as high as 5134 in 1956 and up to 
57% in 1955. It has a book value of 
about $46 a share. The $1 dividend 
probably will be continued. There 
are no bonds or preferred ahead of 
the common. This is one of the “bet- 
ter stocks” which is “not high.” 

According to the old Dow Theory, 
the rails should confirm the indus- 
trials to provide a bullish signal. The 
industrials recently have gone into 
new territory, but the rails have not. 
The recent top in the rails (as this is 
written) is around 137 against a top 
of 178.03 in April, 1956. The indus- 
trials are well over their April, 1956 
top of 524.37. While not at all sure 
that a) the Dow Theory has much 
meaning any more, or b) that the 
rails will exceed their 1956 tops, I do 
have a feeling that the rail shares 
are entitled to do better. Among the 
more attractive ones, it seems to me, 
are Northern Pacific (oil and timber 
as well as railroad), Southern Pacific, 
Norfolk & Western, Southern Rail- 
way, Chicago Great Western and (if 
you want high leverage) Baltimore & 
Ohio. I suppose the problem rails 
like New York Central and Pennsyl- 
vania will do better, too, but I shy 
away from suggesting them. In all 
fairness, it should be said that Mr. 
Perlman has been doing a much bet- 
ter job, under the surface, than the 
recent earnings of New York Central 
have suggested. 

An added thought on the rails: if 
the outlook for heavy industry is as 
good as the current price of steel 
shares suggests, the rails are headed 
into much better traffic. Moreover, 
from now on comparisons with a year 
ago will be made against poor earn- 
ings last year. Railroad earnings just 
went to pot in the last quarter of 1957. 

Brokers keep getting requests to 
suggest “growth” stocks. Some of 
those I have been mentioning are 
Ryder System, Westinghouse Electric 
(big atomic potential, small capital- 
ization, improving profit margins, 
better management), Georgia Pacific 

(Continued on page 41) 
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| ALSO 84 STOCKS THAT SHOULD BE SOLD NOW! | 


. The investment fortunes of tomorrow may 
well lie in some of these recommended 25 
Growth Stocks. Can they eventually show gains 
of 1000%, 3000%, 6000% like General Elec- 
tric, Otis and Sears? Who can tell? The in- 
gredients for substantial gains are definitely 
present, in our opinion. 


The 25 recommended growth stocks repre- 
sent sound companies with established markets 
and strong financial backing. They are growing 
companies. A few years from now they could 
show important profits for you 


The 10 Low-Priced Stocks included in this 
special study could show high percentage gains 
This list of unusually attractive low-priced 
stocks could do better than the market in the 
next major advance. They are sound low-priced 
stocks not run-of-the-mill speculations 
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They represent well established companies 
progressive companies. Many of them are very 
important leaders in American industry 

These stocks are attractive for reasons other 
than their low price. Their earnings have grown 
fast. They offer generous dividend yields. They 
have established a good reputation and are in a 
good position within their respective industries 

Sell these 84 stocks. Our analysts in re 
viewing the present market have ear-marked 84 
stocks that should be sold now. Some are over 
priced some have become potentially dang 
erous because of untoward developments. The 
profit picture for some is dimming the out 
look for some industries is changing. In short, 
they are now weak or weakening situations 


and you should switch to stronger stocks, such 
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Disappointed 


uranium stocks at desperation prices. 


Many companies hove 


evaporated or been absorbed. Now both uranium companies and the better grade uranium stocks 


ere in stronger hands. As usuol, 


the decline has overreached itself, and many uranium stocks ore 


on the bargain counter just as the REAL demand for uranium is beginning. 


Our new 26 page Report, 


“A REAPPRAISAL OF URANIUM AND URANIUM SECURITIES," 
the boom and bust; analyzes the morket for uranium; the relation of output to demand; 


reviews 
the world 


situation; the coming leaders in uranium. Finally, it points to specific opportunities in uranium stocks 


Normally our Reports ore unavailable except on subscription. 
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44th 
Edition 





REVISED 
“Stock Factographs” 


OVER 1,800 


The 44th Edition of this 304-page Annual 
Ready Reference for Investors, just off the 
press, is a veritable mine of essential facts 
to assist the wide-awake investor in judging 
relative merits of over 1,800 stocks. Complete 
index enables you to find in a few minutes 
investment data every investor needs. 
a. ared by the trained staff of FINANCIAL 
LD, which for more than 55 years has 
oo supplying the business and _ financial 
information busy investors should have in 
order to invest surplus funds more wisely, 
more profitably. 
Nowhere else can you find more quickly, 
more easily, or at lower cost, each com- 
pany’'s set-up, historical an rround, finan- 
cial position, eight years’ ormance rec- 
ords, outlook and other essential facts and 
figures you as an investor must have to 
evaluate the stocks you own or consider 
buying. “Factographs a MUST in analyzing 
stocks,” writes subscriber. 


BUY FOR $5.00 
.-. OR GET FREE 


Return this “‘ad"’ today with $5 check for 
your copy of 1958 Manual. Or get it FREE 
with a 6-months’ Trial Subscription to 
FINANCIAL WORLD'S comprehensive in- 
vestment service — 26 weekly issues of 
FINANCIAL WORLD, 6 monthly copies of 
“Independent Appraisals” of 1,383 to 1,870 
listed common stocks, Personal and Confi- 
dential Advice-by-Mail on any security that 
interests you, as often as 4 times a month 

all for $12. Additional saving, yearly sub- 
scription $20 including all above services. 
Take your choice but—order this invaluable 
Manual today. Demand has exceeded all 43 
a editions. Late orders may be de- 
ayed. 


FINANCIAL WORLD 


55 Years of Service to Investors 
Dept. FB-101 
17 Battery Place, New York 4, N. Y¥. 


CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIvipDEND No. 43 





PeHOER AD sane ena 


a 


A, att ane 


Tux BOARD OF DIRECTORS 
has this day declared a regu- 
lar quarterly dividend of Fifty 
=|| Cents (SO¢) per share on the || 
|| capital stock of the Company, 
payable November 17, 1958 to 
| 
| 


4 OPO ARAL 

















i 

| 

z stockholders of record at the 
® close of business October 15, 
a 1958. 

i R. E. PALMER, Secretary 
i September 17, 1958 
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| could not have been better. 
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STOCK ANALYSIS 


Through The Roof... 


“Left to its own devices, more or 
less, economic activity should be- 
gin to improve shortly, slowly at 
first and at a somewhat faster pace 
as the year progresses. I expect 
the industrial production index to 
reach 140 by year-end... .” (Stock 
Analysis, April 15) 


I tHouGcHT I was really sticking my 
neck out when I made this optimistic 
prediction less than six months ago. 
April, it will be recalled, was the low 
point of the recession, and I remem- 
ber that at the time I felt very lonely 
among all the pessimists who were 
clamoring for massive intervention to 
avert the threat of depression. 

Of course, I am pleased that subse- 
quent events have vindicated my con- 
fidence. I greatly enjoy rereading a 
sentence in that column: What risk 
is there in buying General Motors? 
(at 35); or the comment that Repub- 
lic Steel, at 3942, was selling for less 
than the $42 a share the company had 
spent for properties, plant and equip- 
ment in the past ten years. 

Not in my fondest dreams, however, 
would I have ventured to predict that 
industrial stock prices would rise above 
their previous bull market peak in 
September. Well, they have done it; 
they’ve gone through the roof. How 
did this near-miracle come to pass? 

First of all, the very severity of the 
recession carried with it the seed of 
recovery. Liquidation of excess in- 
ventories proceeded at an exception- 
ally fast pace. The so-called built-in 
stabilizers fulfilled their intended 
function to keep personal incomes at 
a high level in spite of the rise in un- 
employment. Finally, consumers’ con- 
fidence never wavered seriously (de- 
spite the near-panic atmosphere in 
Washington); retail sales held up well 
thus permitting an orderly clean-up 
of inventories. These factors plus var- 
ious others combined to cause a star- 
tling economic turnabout. Even if it 
had been planned that way results 
In four 
short months exactly one half of the 
preceding slump had been regained. 
The F.R.B. industrial production in- 
dex recovered from its April low of 
126 to 137 in August, and my predic- 
tion of 140 by the end of the year is 
likely to turn out to have been too 
conservative. Our often maligned 
“modern capitalism” deserves a pat 
on the back. 

The second reason why stock prices 
have gone through the roof is largely 


by HEINZ H. BIEL 


technical. There 
has been a contin- 
uing and increas- 
ing demand for 
common _ stocks, 
largely from insti- 
tutional investors 
such as_ invest- 
ment companies and pension trusts, 
without a corresponding increase in 
the supply of investment-grade equi- 
ties as a result of new stock financing 
by corporations. During the period of 
monetary ease they preferred to take 
advantage of favorable conditions in 
the bond market to raise needed funds 
instead of selling common stocks (or 
convertible bonds or preferred stocks) 
at the relatively unattractive prices 
then prevailing. 

For a while skeptical Wall Streeters 
as well as small investors (the “odd 
lot buyers”) were predominantly on 
the sell side and thus helped to satis- 
fy the voracious appetite of the in- 
stitutional investors. Lately, however, 
the professional traders have been 
covering their short positions, and this 
has added to the one-sidedness of the 
market. Finally, inflation fear was re- 
awakened when people realized that 
the federal government was going to 
have a $12-billion deficit this year. 
The stampede into common stocks 
resulting from all these forces eventu- 
ally carried the market to a new peak 
notwithstanding the facts that the eco- 
nomic recovery is still incomplete and 
that corporate earnings for the year 
to date will look pathetically small in 
relation to current stock prices. 

There comes a time when inves- 
tors should sit back and relax. Some 
people, of course, can never relax; 
they will always find a cause for wor- 
rying. When the market goes down 
they worry that they own too many 
stocks and that the decline will go on 
and on and on. Now, presumably, 
these same people will worry about 
the next bear market. And whether 
the market goes up or down they'll 
worry that their stocks don’t act as 
well as others. 

Personally, I think the time is here 
when we can afford to relax a bit. The 
economic recovery is young and vig- 
orous. It should continue well into 
1960, except for a major calamity 
against which there is no protection 
anyhow. We may also, with fingers 
crossed, trust the wisdom of our mon- 
ey managers that they won’t choke 
our budding prosperity prematurely. 

Maybe the stock market has been 
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overly exuberant these past several 
weeks. Undoubtedly there will be set- 
backs correcting exaggerations which 
are inevitable whenever the market 
is boiling. But at the present stage of 
the economic cycle it is improbable 
that such a correction will be any- 
thing worse than a temporary re- 
action. There is no reason to fear that 
it could be the beginning of a new 
bear market. 

Everything considered, the market 
is very high, perhaps too high, and I 
am understandably hesitant to give 
unqualified buy recommendations at 
this stage. One cannot possibly buy 
stocks with the same degree of con- 
fidence of getting sound value for one’s 
money as was the case a few months 
ago. It is one thing to advocate that 
a fully invested position be main- 
tained; it is quite a different story to 
start buying at this level. Although 
higher prices are probable as this re- 
covery develops into a full-fledged 
prosperity, it does not seem necessary 
to get panicky and to “reach” for 
stock after a more than 100-point ad- 
vance in the DJ average. 

If circumstances require at this 
stage to start an investment program 
from scratch, I continue to favor, in 
general, the best and the strongest 
stocks, even at premium prices: Gen- 
eral Motors (45), Continental Oil 
(59) and Gulf Oil (113), U.S. Steel 
(79), Anaconda (55), American Cya- 
namid (52), Allied Chemical (89), 
Eastman Kodak (128), Westinghouse 
Electric (64) and RCA (39), BF. 
Goodrich (69), Lockheed (54), North- 
ern Pacific (49), International Paper 
(110), and others cf similar standing. 





For smaller investors who find it | 


difficult to attain a reasonable degree 
of diversification, purchase of Tri- 
Continental (38) is again recom- 
mended. This exceptionally well- 
managed closed-end investment trust 
is still selling below its net asset 
value ($39.17 a share on Sept. 12); it 


can be bought on the New York | 
Stock Exchange at a commission cost | 


of only about $34 for 100 shares as 
compared with an acquisition cost of 


8% and more on most mutual funds. | 
Investors who can subordinate cur- 


rent income to capital appreciation 
should consider the Lazard Fund 
(1458) which is still available be- 


low the price of $15 a share at which | 


it was offered on June 30, 1958, when 
the Dow-Jones average was 50 points 
lower than at present. I also recom- 
mend the small, but exceptionally 
successful deVegh Mutual Fund (68) 
which is selling only slightly above its 
asset value ($66.19 a share on Sept. 
16). The Forses’ survey of mutual 


funds (Aug. 15) shows the outstand- | 
ing performance record of the de- | 


Vegh Mutual Fund. 
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TAX SHELTERED INVESTMENT 


You can convert into a capital asset funds that otherwise you are compelled to pay out in income 
taxes, by purchasing an Annual Premium Deferred Annuity. We will loan you all the money 
necessary to pay the premiums and charge you only 414% interest which is deductible for 
income tax purposes under the 1954 Code. The Guaranteed Cash Value of the Annuity increases 


at 3%% interest, ded It 





P Y 


3030 Louisiana Street 


This creates tremendous profits depending upon 
taxpayer’s taxable income. Full details will be furnished without obligation upon request. 


R. C. SALLEY, President 
SAM HOUSTON LIFE INSURANCE COMPANY 


Houston 6, Texas 

















Cc tion 


A Diversified Closed-End 


Investment Company 
Third Quarter Dividends 


30 cents a share 
on the COMMON STOCK 
67 2 cents a share on the 
$2.70 PREFERRED STOCK 
Payable October 1, 1958 
Record Date September 19, 1958 


Kenneth H. Chalmers 
Secretary 


65 Broadway, New York 6, N. Y. 











HOW TO TAKE 
CALCULATED RISKS 
TO MAKE MONEY wiie'ss 


Now you can get revealing reports giving expert analysis and opinion on 
investment bargains in little-known stocks. These are stocks of HIGH- 
GRADE companies that are well managed, have good earnings prospects, 
yet are overlooked by the average investor. We specialize in the selection 


of these stocks selling under $5. 


FREE TRIAL OFFER: Just send name and address on a postcard—or 
mail coupon below for a full month’s subscription. See for yourself how 
you can benefit from “hidden value’ 
on just a small investment. The recommendations you will receive are 
completely impartial. We are not an investment dealer or broker, and no 
salesman will call. Send for your free Reports today. 


Selected Securities Research, Dept. F-66, Seaford, New York 


FEDERAL PAPER BOARD CO., Inc. 
Common & Preferrea Ditidends: 
The Board of Directors of Federal 
Paper Board Company, Inc. has this 
day, declared the following quarterly 
dividends: 
50¢ per share on Common Stock. 
28 %4¢ per share on the 4.6 
Cumulative Preferred Stock. 
} Common stock dividends are payable 
October 15, 1958 to stockholders of 
record at the close of business Septem- 
ber 29, 1958. 
Dividends on the 4.6% Cumulative 
| $25 par value Preferred Stock are pay- 
| able December 15, 1958 to stock 
holders of record November 28, 1958 

ROBERT A. WALLACE 

Vice President and Secretary 
September 16, 1958 
Bogota, New Jersey 








stocks that may show unusual profits 
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Send me your SSR Reports for | month's FREE trial | 
Name 
Address 
City Zone State 














free 


booklet-prospectus 


Petroleum Shares 


of GROUP SECURITIES, INC. 


A mutual fund founded in 1933, which 
offers an investment in the growth pos- 


sibilities of selected common stocks ofthe | New Jersey’s $19.5-million Manhattan 


oil and gas industry. 


Name 





Address 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N.Y. 

















T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


* 
OBJECTIVE: Possible long term 
growth of principal and income. 
OFFERING PRICE: Net asset value 


per share. There is no sales 
load or commission. 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 











A CONVERSATION 
THAT HELPED ME 
EARN $11,000 


By a Wall Street Journal 
Subscriber 


While lunching at the Athletic Club, I 
overheard two men talking about how 
to get ahead. “I read The Wall Street 
Journal,” said one. “So do I!” exclaimed 
the other. They looked like smart busi- 
nessmen, and so I said to myself, “I’m 
going to subscribe.” 

That happened several years ago. I 
was earning $100 a week at the time. I 
sent for a subscription to The Wall Street 
Journal. I have been reading that re- 
markable newspaper ever since. It has 
certainly helped me get ahead. Last year 
my income increased to $11,000. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the U.S., The 
Journal is printed daily in five cities — 
New York, Washington, Chicago, Dallas 
and San Francisco. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM-10 
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THE FUNDS 


DWINDLING BREED? 





WITH new mutual funds springing up 
almost weekly, it is fairly rare to find 
a fund folding its tent. But that is 


| just what is happening to Elizabeth, 


Bond Fund. Last month, President 
Hugh W. Long requested sharehold- 
ers of the third biggest bond fund to 
turn in their shares in return for 
shares in his $70.5-million balanced 
Diversified Investment Fund. Ex- 
plained veteran fundman Long: “In- 


| flationary trends have worked to the 


| hattan 


disadvantage of shareholders in Man- 
Bond Fund. In _ addition, 
changes in federal tax laws have 
placed dividends from bond funds in 
a disadvantageous tax position. [Such] 
dividends do not qualify for the $50 
dividend exclusion or for the 4% 
dividends received credit for indi- 


| viduals or the 85% dividends received 


credit for corporations.” Also ru- 
mored: that Vance, Sanders would 
like to dump its Bond Fund of Boston. 

Does this mean bond funds are on 
the way out? Apparently not. Boston’s 
big Keystone group, which supervises 
$130 million in four bond funds, is still 
going strong. “Income from bond 
funds,” snorts Keystone’s bond boss 
Matt Zock, “thanks to foreign invest- 
ments and direct placements, is far 
higher than from most stock funds. 
And the inflation argument really has 
been overworked.” Keystone’s $45- 
million B-3 (low price) and $60-mil- 
lion B-4 (discount) bond funds, he 
revealed, were selling better in 
August, 1958 than in that same month 
last year. 

“We have no intention,” says Zock, 
“of shutting down any of our funds. 
In fact, we’ve just bought more than 
$1 million worth of bonds directly 
from Manhattan Bond Fund.” 

Concurred Harold X. Schreder of 
New York’s Group Securities, which 
runs a $7 million group of bond funds 
(General, Institutional, Railroad): 
“We're staying in the bond fund 
business. Our rail fund shares are 
selling very well. Investors seem to 
recognize that now is the time to 
buy, not sell, attractive rail and sec- 
ondary bonds.” Also still in the busi- 
ness and as yet showing no sign of 
getting out: National Securities, Bond 
Investment Trust of America and 
Franklin Custodian Fund. 

As an institution, bond funds are 


| probably here to stay, but the business 


is not big enough to hold more than 
a few contenders. Who is likely to 
gain business lost by the bond funds? 








The balanced funds, many run by the 
same mutual fund managers. By 
maintaining a bond portfolio in their 
investment schedule, they will, like 
Hugh W. Long’s Diversified Invest- 
ment Fund, attempt to make the best 
of two worlds—safety and growth. 


DAMOCLES SWORD? 


“Now, don’t get the idea we feel there 
is a problem,” warned Joseph Woodle 
in Washington, D.C. last month. “It’s 
just that the Investment Company 
Act of 1940 requires us to investigate 
periodically the size of investment 
companies as it affects the public in- 
terest.” Watchdog Woodle, Director 
of the Division of Corporate Regula- 
tion of the Securities & Exchange 
Commission, made it quite plain that 
the SEC was not prejudging the hotly 
debated issue of whether mutual 
funds were getting too big for their 
britches. The SEC has contracted 
with the Wharton School of the Uni- 
versity of Pennsylvania to carry out 
a comprehensive study of the impact 
of mutual funds’ size on the stock 
market and the investor. “As a matter 
of fact,” says Woodle, “hundreds of 
questionnaires are going out right 
now.” 

When would the results be out? 
Wall Street as well as Washington 
was eager to know, for an adverse 
report could mean agitation for legis- 
lation cutting down some big funds, 
putting a limit on investment com- 
pany size. “We expect preliminary 
reports on progress of the inquiry will 
be out shortly,” disclosed Woodle. 
“Nobody will have to wait for a bound 
volume with the final recommenda- 
tions.” 
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LURIE 


(CONTINUED FROM PAGE 31) 





decreasing the fixed income portion. 
The question of whether or not this 
will prove correct is beside the point. 
The practical consideration is that it 
has been an influence in the market 
place. 

In a sense, the widely-publicized 
inflationary factor may be a little like 
the “Reluctant Dragon” of child- 
storybook fame. As everyone who 
has read Kenneth Grahame’s stories 
knows, the “Reluctant Dragon” was 
able to breathe an all-consuming fire, 
but didn’t want to, and a way was 
found whereby he didn’t have to. The 
logic of the present situation suggests 
that we will not be engulfed by the 
“all-consuming fire” of inflation. As 
was noted a month ago, there is little 
likelihood that the next ten years will 
be the same as the previous ten, when 
the cost of living rose 3% annually, 
on average. But an inflationary back- 
ground is perhaps as much psycho- 
logical as it is factual, which high- 
lights one consideration: the action 
taken by the Federal Reserve Board 
could lead to disillusionment in com- 
ing weeks. 

This is a time for more, rather than 
less, discrimination in market policy. 


HOOPER 


(CONTINUED FROM PAGE 37) 





(high leverage and big cash flow), 
Allied Laboratories, Kansas City Life 
Insurance (only 40,000 shares), First 
National Stores (no split since 1951), 
Eastern Industries, International Tele- 
phone (electronics) and Western 
Union. The trouble with most con- 
ventional, accepted “growth” stocks 
is that they already are discounting 
all the improvement in earnings which 
may be visible for two, three or even 
four years in advance. 

Among the blue chips, I think 
Allied Chemical (89) may have a 
rather good potential. This company 
has new plants coming into produc- 


tion which should improve its profit ° 


margins and earnings. The stock sold 
as high as 129% in 1956 and has been 
attracting the attention of conserva- 
tive institutional buyers. It has sold 
well above the current price in each 
one of the four years prior to 1958. 
The 100% stock dividend on Brit- 
ish Petroleum (16%) is looked upon 
as sort of a vote of confidence by the 
management in the Middle East situ- 
ation. On the basis of values, it is 
the cheapest of the big foreign oils. . . . 
There is talk that Philips Lamp (43) 


stock soon may become registerable 
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in this country (it is now coupon 
stock) and perhaps eventually ad- 
mitted to trading on the NYSE. As 
frequently pointed out, this foreign 
stock is a good value. 

These figures may or may not be 
important, but they are interesting. 
The average annual increase in per 
share earnings for the past five years 
of the following companies has been: 
Addressograph-Multigraph 11.5%, 
American Home Products 27.8%, Co- 
lumbia Broadcasting 26%, Caterpillar 
15.3%, Georgia-Pacific 53%, Grand 
Union 22.6%, General American 
Transportation 15.7%, Henry Holt 
39%, Litton Industries 72%, McGraw 
Edison 20.9%, Merck 17.4%, 
board Marine 36%, Reynolds To- 
bacco 16.7% and Ryder System 75.2%. 
In most cases, I question whether you 
can assume that the same rate of per 
share earnings increase will persist 
for the next five years, but growth 
should continue. 

One of the imponderables in the in- 
vestment outlook is the complicated 
and often disturbing foreign situation. 
It is important, perhaps, to note the 
indifference of world commodity 


Out- | 





For Only $5, You Can 


TRY BARRON’S 
FOR 17 WEEKS 


to help your money grow 


Here is a way to discover, at low cost, how 
Barron’s National Business and Financial 
Weekly gives you complete financial and 
investment guidance—the equivalent of 
numerous special services that cost much 
more. A trial subscription—17 weeks for 
only $5—brings you: 

Everything you need to know to help 
you handle your business and investment 
affairs with greater understanding and fore- 
sight . . . the investment implications of cur- 
rent political and economic events, and 
corporate activities ...the perspective you 
must have to anticipate trends and grasp 

rofitable investment opportunities . . . the 
nowledge of underlying trends, immediate 
outlook, vital news and statistics, which 
indicate real values of securities. C ompactly 


| edited to conserve your time, yet keep you 


profitably informed. 

No other publication is like Barron’s. It 
is the only weekly affiliated with Dow 
Jones, and has full use of Dow Jones’ vast, 
specialized information in serving you. 

Try Barron’s and see for yourself how 


| this complete weekly financial news service 


markets to recent events in the Far | 


East. Basic “international” com- 
modities, such as usually rise on the 
threat of war, actually have been de- 
clining in price. Apparently the usu- 
ally well informed international mer- 
cantile interests, people who have 
good information and who are blessed 
with experienced judgment, do not 
expect a spreading war. This may 
be more important than newspaper 
headlines and radio broadcasts. 

People who are_ interested in 
stocks also should note that prices for 
goods, commodities and services in 
the U.S. recently have not been go- 
ing up as fast as stock prices. To re- 
peat a previous observation, the 
“incidence of inflation” right now is 
in the stock market rather than in 
the general economy. 


Advance release of Forses columnists’ 


regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 





SUBSCRIPTION RATES: United States and 
Canada, 1 year $6; 2 years $9. Foreign and 
Pan American, $4 a year extra. 
SUBSCRIPTION SERVICE: Please mail sub- 
scription orders, correspondence and in- 
structions for change of address to 


FORBES FULFILLMENT SERVICE 
70 Fifth Avenue 
New York 11, N. Y. 
CHANGE OF ADDRESS: Please send old 
address (exactly as imprinted on mailing 
label of your copy of Forses) and new 


address (with zone number if any); 
allow four weeks for change-over. 











gives you money-making, protective in- 
formation you need in managing your busi- 
ness and investments wisely, profitably, in 
the eventful weeks ahead. 

Only $5 for 17 weeks’ trial; full year’s 
subscription only $15. Just send this ad 
today with your check for $5; or tell us 
to bill you. Address: Barron’s, 392 New- 
bury Street, Boston 15, Mass. F-101 


Dividend No. 57 


Interlake Iron Corporation has 
declared a dividend of 10 cents per 
share on its common 
stock payable Sept. 30, 
1958, to stockholders of 
record at the close of 
business Sept. 15, 1958. 


Vl 
fet LOZ 
Interlake Iron 


CORPORATION 
CLEVELAND, OHIO 


Plants: Beverly, Chicage, Baluth, Erie, lecksen, Teleds 


EARN | 
More! 0../ 6.72 


A time-tested cumulative participating pre- 
ferred stock © Dividends increased every year 
since 1946 © An essential business, steadily 
growing in size and earnings. Price about $6.50 

















per share 
ALBERT J. CAPLAN & CO. 
Members: Phila.-Balto. Stock Exchange 
Boston & Pitts. Stock Exchanges (Associate) 


1516 Locust St., Philadelphia 2, Pa. 
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Current STOCK » COMMODITY Letters 
The Oldest Cyclical Forecasting Service 
formerly of 82 Wall St., N. Y. 
write to— 


W. D. GANN Research, Inc. 
Joseph L. Lederer, Pres. 


Box 6248 AIRPORT 
St. Louis 21, Mo 
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ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 





Why you are born and why you are 
living depend entirely on what you 
are getting out of this world and what 
you are giving to it. I cannot prove 
that this is a balance of mathematical 
perfection, but my own observation of 
life leads me to the conclusion that 
there is a very real relationship, both 
quantitatively and qualitatively, be- 
tween what you contribute and what 
you get out of this world. 

—Oscar HAMMERSTEIN II. 


Creative thinking is today’s most 


prized, profit-producing possession 
for any individual, corporation or 
country. It has the capacity to change 


you, your business and the world. 
—Rosert P. CRAwrForp. 


Life is like a game of cards. Relia- 
bility is the ace, industry the king, po- 
liteness the queen, thrift the jack. 
Commonsense is playing to best ad- 
vantage the cards you draw. And 
every day, as the game proceeds, you 
will find the ace, king, queen, jack 
in your hand and opportunity to use 
them. —Epcar Howe. 


When desperate ills demand a 
speedy cure, distrust is cowardice and 
prudence folly. --SAMUEL JOHNSON. 


Indecision is debilitating; it feeds 
upon itself; it is, one might almost 
say, habit-forming. Not only that, 
but it is contagious; it transmits it- 
self to others. Business is de- 
pendent upon action. It cannot go 


forward by hesitation. Those in 
executive positions must fortify 
themselves with facts and accept 


responsibility for decisions based upon 
them. Often greater risk is involved 
in postponement than in making a 
wrong decision. —H. A. Hopr. 


A thought may be very commend- 
able as a thought, but I value it chief- 
ly as a window through which I can 
obtain insight on the thinker. 

—ALEXANDER SMITH. 


To live, mankind must recover its 
essential humanness and its innate 
divinity; men must recover their ca- 
pacity for humility, sanity and integ- 
rity; soldiers and civilians must see 
their hope in some other world than 
one completely dominated by the 
physical and chemical sciences. 

—GeorceE F. G. STANLEY. 
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All good things of this world are no 
further good than as they are of use; 
and whatever we may heap up to give 
to others, we enjoy only as much as 
we can make useful to ourselves and 
others, and no more. 

—DaniIEL DEFOE. 


The best rules to form a young man 
are: to talk a little, to hear much, to 
reflect alone upon what has passed in 
company, to distrust one’s own opin- 
ions, and value others’ that deserve it. 

—Sir WILLiAM TEMPLE. 


B. C. FORBES: 


Nine times in ten jealousy is 
the cause of lack of teamwork 
among those in authority. Jeal- 
ousy, it has been well said, is an 
inner consciousness of one’s own 
inferiority. Certainly it lowers 
an executive in the eyes of his 
employer. It is a mental cancer 
hard to cure. But unless the vic- 
tim can conquer it, he is likely 
to find that, as competition be- 
comes increasingly keen, those 
at the top will become more and 
more disposed to eradicate it by 
swinging the axe. Jealousy and 
teamwork cannot go hand in 


| hand. 








I find in life that most affairs that 
require serious handling are distaste- 
ful. For this reason, I have always 
believed that the successful man has 
the hardest battle with himself rather 
than with the other fellow. To bring 
one’s self to a frame of mind and to 
the proper energy to accomplish 
things that require plain hard work 
continuously is the one big battle that 
everyone has. When this battle is 
won for all time, then everything is 
easy. —Tuomas A. BUCKNER. 


No social system will bring us hap- 
piness, health and prosperity unless it 
is inspired by something greater than 
materialism. —C.LEemENT R. ATTLEE. 


An executive cannot gradually dis- 
miss details. Business is made up of 
details and I notice that the chief ex- 
ecutive who dismisses them is quite 
likely to dismiss his business. 

Success is the sum of detail. It 
might perhaps be pleasing to imagine 
oneself beyond detail and engaged 
only in great things, but as I have 
often observed, if one attends only to 
great things and lets the little things 
pass the great things become little; 
that is, the business shrinks. 

It is not possible for an executive 
to hold himself aloof from anything. 
No business, no matter what its size, 
can be called safe until it has been 
forced to learn economy and rigidly to 
measure values of men and materials. 

—Harvey S. FIReEstone. 


Every business should have its bi- 
ographer—not after its head is dead 
but to show that he’s very much alive. 

—FrRANK Romer. 


Better to slip with the foot than 
with the tongue. —ENGLISH PROVERB. 


To destroy the Western tradition of 
independent thought it is not neces- 
sary to burn the books. All we have 
to do is to leave them unread for a 
couple of generations. 

—Rosert M. HutcHins 


We Americans are often the victims 
of our Puritan heritage. We lay too 
much stress upon stick-to-itiveness. 
I once had a professor who wisely 
hung over his desk this framed sup- 
plication: Oh, Lord, teach me when 
to let go. —W. G. CARLETON. 


Imperfect knowledge is the parent 
of doubt; thorough and honest re- 
search dispels it. —Tryon Epwarps 


Every man is worth just so much as 
the things are worth about which he 
busies himself. —Marcus AvureELIus. 


There will be no peace so long as 
God remains unseated at the confer- 
ence table. —WILLIAM M. PEck. 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
| lar edition, $5. Deluxe edition, $7.50. 








A Text... 


Sent in by H. S. Hofstra, Syra- 
cuse, N. Y. What's your favorite 
text? A Forbes book is presented 
to senders of texts used 


So I saw the best thing for a man was to be 
happy in his work; that is what he gets out 
of life—for who can show him what is to 
happen afterwards. 


—EccLesIAastTeEs. 3: 22 
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Temper, temper! 


**Fresh out of stamps again—and these bulletins have to go out 


) / 
Postage rales are up. 
tonight! M4 hy wont the) keep the rbd g pau Out of my} slamp pax 


; F Letters now cost 1 t 
Nou ! gotta rush down to the postoffice, stand wu line, lick and stich more © posta “contre ( 
every blasted stamp—and keep my date cooling his heels. This is reall IMpPOrcant than Cver 
I] tomorrow we get a postage meter, or... r \ meter protect m i sles 
i 1 I it I 
With a postage meter you never run out of stamps. You IC 
print postage, as and when you need it, directly on the envelope @ Postage can be “dialed” da 
with dated postmark—and with your own small ad, if you like vs a a +s ‘ . o~ 
' ‘ } 
Your metered mail can be handled faster in the postoftice, lopes fi 
and in your othee, too. Saves time, money, pos lage and temper! @® \ posta neter requir 
loday, any small office can afford a postage meter-—thanks to the munin il ve \nd ar 
little DM (desk model shown below). One out of 2° — 


users spends less than $1 a day in postage. Electric 
models for larger mailers, Call the nearest PB oflice, 


or send coupon for free illustrated booklet. 


= PITNEY-BOWES J 
Postage Meter oanii> 
Offices ur ties. In Canada: Pitney-Bowe : 


me 
of Canada, Ltd., Dept. 364, gog Yonge St., 7 . Al. 











KEY PARTS IN WORLD'S LARGEST ATOM- SMASHER — 


COPPER EXTRUSIONS made by PHELPS DODGE 





Within the heart of Brookhaven National Laboratory's ring-shaped Synchrotron, world's mightiest atom-smashing machine 
now under construction, will be more than 400 tons of the purest copper—extruded into a unique shape. 

These extrusions form an essential part of gigantic electro-magnets which help keep the proton ‘‘on the track"’ at speeds as 
great as 180,000 miles per second. Master skill in metal-working and close cooperation with nuclear scientists 


and engineers have enabled Phelps Dodge to make this significant contribution to the dynamic field of nuclear research. 


PHELPS DODGE COPPER PRODUCTS 


CORPORATION - 3OO0 PARK AVENUE, NEW YORK 22, WN. Y¥. 


FIRST FOR KA STING Sua Lirt ¥ FROM MINE TO MARKET 





